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The Honorable Randy McNally
Speaker of the Senate
The Honorable Cameron Sexton
Speaker of the House of Representatives
The Honorable Kerry Roberts, Chair
Senate Committee on Government Operations
The Honorable John D. Ragan, Chair
House Committee on Government Operations
and
Members of the General Assembly
State Capitol
Nashville, Tennessee 37243
and
The Honorable Charlie Hatcher, Commissioner
Department of Agriculture
440 Hogan Road
Nashville, Tennessee 37220
Ladies and Gentlemen:
We have conducted a performance audit of selected programs and activities of the Department of
Agriculture for the period July 1, 2017, through May 31, 2021. This audit was conducted pursuant to the
requirements of the Tennessee Governmental Entity Review Law, Section 4-29-111, Tennessee Code
Annotated. Also included is a review of the Tennessee State Fair and Exposition Commission, as required
by Section 4-57-107, Tennessee Code Annotated.
Our audit disclosed certain findings, which are detailed in the Audit Conclusions section of this
report. Management of the department has responded to the audit findings; we have included the responses
following each finding. We will follow up the audit to examine the application of the procedures instituted
because of the audit findings.
This report is intended to aid the Joint Government Operations Committee in its review to
determine whether the Department of Agriculture should be continued, restructured, or terminated.
Sincerely,

Katherine J. Stickel, CPA, CGFM, Director
Division of State Audit
KJS/ak
21/006
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Our mission is to make government work better.

AUDIT HIGHLIGHTS
Department of Agriculture’s Mission
To serve all the citizens of Tennessee by providing
options for responsible use of our agricultural and
forest resources, developing economic opportunities,
safeguarding food and fiber, and ensuring equity in the
marketplace.

Audit Scope:
July 1, 2017, through May 31, 2021
Scheduled Termination Date:
June 30, 2022

KEY CONCLUSIONS

FINDINGS
Consumer and Industry Services Division: Food and Dairy Section
 For the third consecutive audit, management did not ensure that inspectors performed
retail food store and food manufacturer inspections within the timeframes established
in the department’s standard operating procedures (page 13).
Consumer and Industry Services Division: Pesticide Section
 For the third consecutive audit, management did not ensure that inspectors conducted
pesticide business inspections annually as established in the department’s policy
(page 19).
Grant Contract Monitoring
 Management did not have a sufficient understanding of the state’s monitoring policy
and did not establish the necessary reviews over the monitoring processes, which
contributed to the department’s noncompliance with state policy (page 29).

OBSERVATIONS
The following topics are included in this report because of their effect on the operations of the
Department of Agriculture and the citizens of Tennessee:

Department Risk Management
 The Commissioner and top management should sufficiently identify significant
operational and financial risks (including risk of noncompliance, error, fraud, waste,
and abuse) and mitigating controls, through a well-developed risk assessment process
(page 7).
Consumer and Industry Services Division: Division Tracking of Samples
 The Consumer and Industry Services Division should implement procedures to ensure
samples for inspections and complaints are easily traceable from collection to closure
of inspection or complaint (page 26).
Public Records Management
 To improve public records management practices, the Public Records Officer should
develop written policies and procedures and provide training for managing the
department’s public records (page 37).
Information Systems
 Management did not provide adequate internal controls in one area (page 38).
Tennessee State Fair and Exposition Commission
 The State Fair and Exposition Commission should specify in its conflict-of-interest
policy the frequency of member disclosures, should update the disclosure form to
include space to describe conflicts, and should maintain completed forms to comply
with the public records requirement (page 44).

MATTER FOR LEGISLATIVE CONSIDERATION
The General Assembly may wish to consider amending Section 4-57-104(a)(4), Tennessee
Code Annotated, to align with the Tennessee Association of Fairs’ organizational structure (page 46).
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INTRODUCTION

AUDIT AUTHORITY
This performance audit of the Department of Agriculture was conducted pursuant to the
Tennessee Governmental Entity Review Law, Title 4, Chapter 29, Tennessee Code Annotated.
Under Section 4-29-243, the department is scheduled to terminate June 30, 2022. The Comptroller
of the Treasury is authorized under Section 4-29-111 to conduct a limited program review audit of
the agency and to report to the Joint Government Operations Committee of the General Assembly.
This audit is intended to aid the committee in determining whether the department should be
continued, restructured, or terminated. Also included is a review of the Tennessee State Fair and
Exposition Commission as required by Section 4-57-107, Tennessee Code Annotated. This section
requires the commission to be included in the Division of State Audit’s reviews of the Department
of Agriculture.

BACKGROUND
The Department of Agriculture was established in 1854 with the original purpose of
promoting agriculture through fairs and livestock expositions. This tradition continues today as
the department helps expand markets for farm and forest products
through promotions and industry development activities. Section 4-3203, Tennessee Code Annotated, gives the department the power to
promote the interests of agriculture, improve methods of conducting
agricultural industries, publish statistics relating to crop production and
marketing of agricultural products, investigate the cause of contagious
diseases among domestic animals, and assist in the promotion of fairs
and other exhibits of agricultural products.
The department’s mission is “To serve all the citizens of Tennessee by providing options
for responsible use of our agricultural and forest resources, developing economic opportunities,
safeguarding food and fiber, and ensuring equity in the marketplace.”
The department works to ensure food safety,
proper pesticide use, fuel quality, and fairness in the
See Appendix 5 for the Department
marketplace. Also, the department helps rural areas
of Agriculture’s organizational
through farmer and forest landowner incentive
structure and organizational chart.
programs, agribusiness development, and promotional
activities to expand markets. The department promotes the responsible use of forest resources
by assisting landowners, fighting wildfires, providing quality seedlings, and monitoring insects
and diseases.
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AUDIT SCOPE
We have audited the Department of Agriculture for the period July 1, 2017, through May
31, 2021. Our audit scope included a review of internal controls and compliance with laws,
regulations, policies, procedures, and provisions of contracts or grant agreements in the following
areas:
•

Department Risk Management,

•

the Consumer and Industry Services Division,
o Food and Dairy Section inspections and complaints
o Pesticide Section inspections and complaints

o Technical Services Laboratory turnaround times

o Division tracking of samples from collection to closure

•

Grant Contract Monitoring,

•

Department Responsibility for Soil and Water Conservation Districts,

•

Public Records Management,

•

Information Systems,

•

the Agricultural Regulatory Fund, and

•

the Tennessee State Fair and Exposition Commission.

The Department of Agriculture’s management is responsible for establishing and maintaining
effective internal control and for complying with applicable laws, regulations, policies, procedures,
and provisions of contracts and grant agreements.
We provide further information on the scope of our assessment of internal control significant
to our audit objectives in Appendix 1. In compliance with generally accepted government auditing
standards, when internal control is significant within the context of our audit objectives, we include
in the audit report (1) the scope of our work on internal control and (2) any deficiencies in internal
control that are significant within the context of our audit objectives and based upon the audit work
we performed. We provide the scope of our work on internal control in the detailed methodology
of each audit section and in Appendix 1, and we identify any internal control deficiencies
significant to our audit objectives in our audit conclusions, findings, and observations.
For our sample design, we used nonstatistical audit sampling, which was the most
appropriate and cost-effective method for concluding on our audit objectives. Based on our
professional judgment, review of authoritative sampling guidance, and careful consideration of
underlying statistical concepts, we believe that nonstatistical sampling provides sufficient
appropriate audit evidence to support the conclusions in our report. Although our sample results
provide reasonable bases for drawing conclusions, the errors identified in these samples cannot be
2

used to make statistically valid projections to the original populations. We present more detailed
information about our methodologies in the individual sections of this report.
We conducted our audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior performance audit report dated November
2017 contained three findings. The department filed its report with the Comptroller of the Treasury
on December 13, 2017. We conducted a followup of the prior audit findings as part of the
current audit.
DEPARTMENT OF AGRICULTURE
AUDIT FINDINGS

RESOLVED AUDIT FINDINGS

The current audit disclosed that the
Department of Agriculture resolved the previous
audit finding that the State Fair and Exposition
Commission had not adopted conflict-of-interest
policies and procedures. Additionally, the
department resolved the previous audit finding
concerning the Soil and Water Conservation
Districts not having conflict-of-interest policies
and procedures.

PARTIALLY RESOLVED AUDIT FINDING

November 2017
Performance Audit
3 findings

August 2021 Performance Audit
Resolved 2 of 3 prior audit findings
Partially resolved 1 of 3 prior audit findings
1 new finding
5 observations

The prior audit report contained a finding
stating that
•

inspectors for Food and Dairy did not inspect high-risk retail food facilities and food
manufacturers as frequently as required, and documentation from contracted county
inspections was missing from the department’s files;
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•

inspectors for the Pesticide Section did not resolve complaints within the internal
guidelines; and

•

turnaround times for the Technical Services Laboratory may have impacted the timely
closure of pesticide complaints.

The current audit disclosed that management has still not completed the retail food store
and food manufacturer inspections timely. This portion of the finding is repeated in Finding 1 on
page 13. The current audit also disclosed that the department had corrected the timeliness of
resolving complaints; however, we found that pesticide inspections were not completed timely;
see Finding 2 on page 19. Additionally, the current audit disclosed that the Technical Services
Laboratory processed samples on average within their internal standard; therefore, this portion of
the finding is not repeated.

AUDIT CONCLUSIONS

DEPARTMENT RISK MANAGEMENT
To carry out the Department of Agriculture’s responsibilities, the Commissioner and
management team must establish adequate internal controls to provide reasonable assurance that
the department can achieve its mission and objectives related to program operations, fiscal and
reporting responsibilities, and compliance with laws, regulations, and policies. Effective internal
controls mitigate the risks of inefficient operations, noncompliance, errors, fraud, waste, and
abuse. In addition to performing and documenting a risk assessment, it is management’s ongoing
responsibility to design, implement, and monitor effective controls to mitigate any identified risks.
To help state agencies prepare their risk assessments in compliance with the Financial
Integrity Act of 1983, 1 the Department of Finance and Administration provides guidance and
resources including “Management’s Guide for Enterprise Risk Management and Internal Control,”
and incorporates the U.S. Government Accountability Office’s Standards for Internal Control in
the Federal Government (Green Book). The flowchart that follows provides a visual
representation of the risk management process.

1

The Financial Integrity Act of 1983, located in Title 9, Chapter 18, of Tennessee Code Annotated, requires each
agency’s management to annually perform a risk assessment and requires the head of each agency to issue an annual
management report to the Department of Finance and Administration and the Comptroller of the Treasury.
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Source: Auditor obtained from the Department of Finance and Administration’s “Management’s Guide for Enterprise
Risk Management and Internal Control.”

Risk Assessment Responsibilities
The Department of Agriculture’s auditor 2 is responsible for completing the department’s
annual risk assessment. After completing the risk assessment, he sends it to the Assistant
Commissioner, who reviews and forwards it to the Commissioner for his review and approval.
The Commissioner then submits a signed letter to the Commissioner of the Department of Finance
and Administration and the Comptroller of the Treasury notifying them that the department
completed its risk assessment and met its responsibilities relating to management’s internal
controls.
Results from the Current Audit
For the current audit, we reviewed the department’s 2020 risk assessment and written
policies and procedures to determine if management had identified the risks and implemented
effective control activities for prior audit findings. We also evaluated management’s risk
assessment as it related to our current audit objectives.

2

According to the department’s current auditor, the department’s former Director of Internal Audit completed the
2018 risk assessment and was responsible for other internal audit functions, such as the annual internal audit plan and
monitoring activities. When the Director of Internal Audit was promoted to Assistant Commissioner, the
Commissioner chose not to fill the Director of Internal Audit position. Now, the auditor reports to the Assistant
Commissioner and took over the Director of Internal Audit’s prior responsibilities, including attending meetings with
the Executive Internal Auditor. The Executive Internal Auditor is administratively attached to the Department of
Finance and Administration and oversees all of the state’s Executive Branch internal audit shops.
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Audit Results
1. Audit Objective: Is management’s level of engagement sufficient to produce a welldeveloped risk assessment process to assist in development of a strong
system of internal controls?
Conclusion:

Based on our interviews with management, we found that management’s
level of engagement is not sufficient and has resulted in an inadequate risk
assessment process and internal controls that are poorly designed and
implemented. See Observation 1.

2. Audit Objective: Did management identify fiscal, operational, reporting, and compliance
risks, as well as risks related to prior audit findings?
Conclusion:

Based on our review, we found that management’s risk assessment was
limited to certain areas, and management did not consider other fiscal,
operational, reporting, and compliance risks. See Observation 1.

3. Audit Objective: In management’s formal risk assessment, did they identify and list control
activities to prevent or minimize risk for each risk item?
Conclusion:

Based on our review, we found that management identified and listed
control activities; however, we determined that some of the activities were
either insufficient or ineffective to reduce the risks for the sections we
reviewed. See Observation 1.

4. Audit Objective: Did management have sufficient written policies and standard operating
procedures as described in management’s risk assessment?
Conclusion:

Based on our review, management did not establish sufficient controls and
operational safeguards through its policies and procedures as described in
management’s risk assessment. See Observation 1.

Methodology to Achieve Objectives
To gain an understanding of and to document management’s process for preparing the risk
assessment, we interviewed the Assistant Commissioner and the auditor. We reviewed state statute
to gain an understanding of the requirements of the Financial Integrity Act. We also obtained and
reviewed the department’s 2020 risk assessment, including the risks management identified for the
prior audit findings and the current audit objectives.
When available, we obtained and reviewed the department’s written policies and standard
operating procedures that were relevant to our audit objectives. We performed interviews and
walkthroughs. For each audit area, we inspected documentation as part of our testwork.
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Observation 1 – The Commissioner and top management should sufficiently identify significant
operational and financial risks (including risks of noncompliance, error, fraud, waste, and abuse)
and mitigating controls, through a well-developed risk assessment process
An ongoing risk assessment process is a basic component of management’s internal control
system. When performed sufficiently, the management’s risk assessment is a tool that allows
management to eliminate or mitigate the risks that could affect the Department of Agriculture’s
overall mission, financial resources, or compliance with state law and other regulatory
requirements. According to Green Book Principle 1.05, “Tone at the Top,”
Without a strong tone at the top to support an internal control system, the entity’s
risk identification may be incomplete, risk responses may be inappropriate, control
activities may not be appropriately designed or implemented, information and
communication may falter, and results of monitoring may not be understood or
acted upon to remediate deficiencies.
Management Was Not Sufficiently Engaged in the Risk Assessment Process
The department’s auditor was solely responsible for completing the department’s annual risk
assessment without input from program management. He updated the risk assessment based on his
knowledge and understanding of changes made in the programs during the year. From our
discussions with management and staff, we found that management approached the risk assessment
as a financial-related tool for accounting purposes and not as a management tool to address fiscal,
operational, reporting, and compliance risks which may impact the department’s ability to execute
mission and programs benefiting the citizens of Tennessee. We also found that the auditor was
following an outdated Department of Finance and Administration (F&A) Policy 22 governing
subrecipient monitoring. The F&A policy was replaced in 2013 with the Central Procurement
Office’s (CPO) policy; however, department management was unaware of the change.
Management Did Not Mitigate the Identified Risk by Developing Formal Policies and Procedures
To further illustrate the deficiencies in the department’s risk assessment, we found that the
department’s auditor identified a department-wide risk for program areas not having up-to-date
written policies and procedures and included a control which required program management to
have a written policy and review the policy annually. However, during our review we found that
the following program area management had not developed written policies and procedures:
•

pesticide inspections and complaints (see Finding 2),

•

grant contract monitoring (see Finding 3), and

•

records management (see Observation 3).

Management Did Not Identify Significant Risks Impacting Operations, Reporting and Compliance
Given that management used this assessment as a financial-related tool focused on
accounting, management did not work with the auditor to expand the risk assessment to include
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the department’s other fiscal, operational, reporting, or compliance risk areas. Specifically,
management did not include pertinent risk areas, including
•

operational and noncompliance risks related to timely food and pesticide inspections
(see Finding 1 and Finding 2);

•

noncompliance risks related to issuing decision letters for corrective action plans
submitted by subrecipients (see Finding 3); and

•

security risks for information systems (see Observation 4).

Management Did Not Identify Effective Mitigating Controls for Identified Risks
Management identified the following risks that could impede efficient operations and
compliance with state and federal requirements:
•

not timely submitting the annual monitoring plan,

•

not including all subrecipients in the monitoring plan, and

•

not monitoring subrecipients in accordance with F&A Policy 22. 3

However, management did not complete the risk analysis by also identifying the controls to
mitigate or avoid the identified risks. Specifically, we found that for the grant contract monitoring
(see Finding 3) management did not identify or implement controls to ensure management
complied with the state’s CPO policy governing monitoring of the department’s subrecipients.
Management’s identified control for all three monitoring related risks was that the CPO had
approved the department’s monitoring plan. Based on our understanding, the CPO does not review
an entity’s plan for completeness or sufficiency but only approves that an entity has submitted a
plan. The department’s management is solely responsible to develop and administer their plan in
accordance with the state’s monitoring policy.
Without a sufficient management-engaged risk assessment process, management cannot
design and implement a robust internal control system to effectively achieve the department’s
mission and program objectives by eliminating or mitigating risks.
The Commissioner and top management should ensure all levels of management
understand their responsibilities to properly identify, analyze, and respond to the department’s
risks. Management and staff for each division should conduct a comprehensive risk assessment to
identify risks within each division and should design and implement effective controls to mitigate
the identified risks. Additionally, management should continue to address the risks we have noted
in each new or repeated finding or observation of this report, update the department’s risk
assessment as necessary, assign staff to be responsible for ongoing monitoring of the risks and
mitigating controls, and act if deficiencies occur.

3

F&A Policy 22 covered state agency monitoring responsibilities and was in place until May 28, 2013, when the
Central Procurement Office (CPO) took over these responsibilities and established CPO Policy 2013-007.
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CONSUMER AND INDUSTRY SERVICES DIVISION
General Background
The Department of Agriculture’s Consumer and
Industry Services Division monitors a variety of agricultural
materials, food and consumer products, and services to ensure
quality, public safety, and a fair marketplace. The Director of
Consumer and Industry Services oversees the division to
ensure all seven sections achieve the department’s mission.
With guidance from the Director, the division leadership
consists of an Administrative Assistant, a Legal and Policy
Director, and Administrators for Agricultural Inputs, Food
and Dairy, the Technical Services Lab, Pesticide, Petroleum
Products, Plant Certification, and Weights and Measures.

The Division’s Sections
1.
2.
3.
4.
5.
6.
7.

Agricultural Inputs
Food and Dairy
Technical Services Laboratory
Pesticide
Petroleum Products
Plant Certification
Weights and Measures

One of the division’s primary objectives is to ensure the public is safe when they consume
products or use services from food manufacturers, pesticide companies, and gas stations that sell
fuel and hot food. For the purposes of our audit, we focused on the Food and Dairy, Pesticide, and
Technical Services Laboratory sections of the division.
The Food and Dairy Section is responsible for inspecting retail food and food
manufacturers. An example of a retail food store is a food store associated with the local gas
stations that sell on-the-go food items such as hotdogs, while a food manufacturer example is a
meat processing plant. For more information on the Food and Dairy Section, see page 10.
The Pesticide Section is responsible for inspecting local lawn care companies and
exterminator companies. Additionally, the Pesticide Section ensures individual applicators, who
spray pesticides, are certified with the department. For more information on the Pesticide Section,
see page 16.
Management and staff in both sections use the Agriculture Inspection and Licensing
Enterprise (AgILE) system, 4 to maintain inspection, licensing, enforcement, and billing data. To
fulfill the public safety mission, each section collects related samples (food and pesticide) during
the inspection processes and delivers the collected samples to the Technical Services Laboratory
for analysis. For more information on the responsibilities of the Technical Services Laboratory,
see page 22; for more information on the processes for obtaining samples, see page 24.

4

The division fully implemented AgILE in November 2018.

9

FOOD AND DAIRY SECTION
General Background
The Department of Agriculture’s Consumer and
Retail food store
Industry Services Division’s Food and Dairy Section is Any establishment that offers food
managed by the Food and Dairy Administrator under the and intends for the consumer to
supervision of the Director of Consumer and Industry consume off-premises.
Services. The section is responsible for ensuring retail food
stores and food manufacturing facilities follow state laws, Food manufacturer
Any establishment that
rules, and regulations in compliance with the Tennessee manufactures, processes, or packs
Retail Food Safety Act. 5 Effective July 1, 2015, the Act food for introduction into commerce.
models the U.S. Food and Drug Administration’s (FDA)
Food Code which dictates how Tennessee regulates and inspects food establishments. Also,
department rule 0080-04-09.08 describes the department’s responsibilities for inspection and
correction of food safety violations, including inspection frequency, reporting findings, and
ensuring violation correction. The state’s Department of Health is responsible for inspecting food
service establishment such as restaurants, delis, and food trucks which were not part of the scope
of this audit.
The section’s primary goal is to protect the
health and economic welfare 6 of Tennesseans by
performing food safety inspections and following
up on complaints involving retail food stores and
food manufacturers. (See Table 1.) According to
the department’s website, as of February 24, 2021,
there were 9,086 retail food stores and 1,278 food
manufacturers in Tennessee.

Table 1
Inspections and Complaints
By Calendar Year
Year
2019
2020

Routine
Inspections
13,743
13,107

Complaints
281
225

Source: Obtained from AgILE for inspections performed from
January 1, 2019, through December 31, 2020.

Department’s Responsibilities

Food and Dairy management establish the frequency of the inspections of retail food stores
and food manufacturers based on the risk category of the establishment, which is defined in the
department’s Standard Operating Procedure #FOOD05, Risk Based Inspection Frequency of Food
Establishments.
Initially, the Food Activity Coordinator assigns a risk category to the establishment based
on the type of product the establishment produces or sells. A higher risk category means there is
a higher potential for food safety incidents. The risk category may change if inspectors find the
establishment has significant compliance issues or if the establishment’s product types changed

5

Section 53-1-208, Tennessee Code Annotated, authorizes the department to have free access to inspect and secure
samples from retail food stores and food manufacturers to ensure that these facilities are not violating the Tennessee
Retail Food Safety Act.
6 According to the Director of Consumer and Industry Services, the department provides permits to familyowned/small businesses in the food industry and technical assistance to help them meet the department’s regulations.
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during an inspection. See Table 2. For a full list of the establishment types and the associated
risk level, see Appendix 3 and Appendix 4.
Table 2
Inspection Frequency by Risk Category
Category
High-Risk Establishments
Moderate-Risk Establishments
Low-Risk Establishments

Frequency of Inspection
Every 6 Months
Every 12 Months
Every 18 Months

Source: Department of Agriculture’s Standard Operating Procedure
#FOOD05.

Routine Inspection Process
During our audit scope, the Food and Dairy Section had 38 inspector positions, 7 5 of which
were regional supervisors. Regional supervisors, located in one of the three regions of the state
(East, Middle, and West), were responsible for assigning inspectors for each establishment based
on the number of establishments in the region and the inspector’s training and specialization. 8
Inspections are unannounced, unless the establishment is small and only open on certain days;
inspectors only perform inspections on food manufacturers during production days and times.
Inspectors observe the facilities for proper hygiene standards, food maintained at the proper
temperatures, food storage, cleanliness, and any evidence of pests. At the conclusion of the
inspection, inspectors enter the inspection results into the department’s Agriculture Inspection and
License Enterprise System (AgILE), which enables inspectors to track inspection information on
retail food stores and food manufacturers.
Contracted Counties for Retail Food Store Inspections
During our audit period, the department had contracts with Metro Nashville Government,
Knox County Government, and Shelby County Government for the county inspectors to conduct
retail food store inspections under the Tennessee Retail Food Safety Act in their respective counties.
The department did not renew the contract with Metro Nashville Government, after the contract
ended on June 30, 2020; the department did not renew the Shelby County Government contract that
ended on June 30, 2021. Instead, the department hired inspectors to take over these inspections.
Consumer Complaints Process
The department offers consumers the option to report unfavorable conditions in the
manufacture, storage, sale, or delivery of food. The department’s Administrative Service Assistant
logs complaints into the AgILE system that are received through the department’s complaint
7

As of January 2021, the Food and Dairy Section has 32 of the 38 inspector positions filled.
For example, an inspector may receive training for inspecting retail food stores but may not receive training to
conduct food manufacturer inspections; or the inspector is specialized to conduct inspections for acidified food
manufacturers.

8
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hotline or from the department’s website online form. The Food Activity Coordinator checks the
system for logged complaints daily and routes complaints to the regional supervisor where the
complaint originated, who then assigns the complaint to an inspector to investigate.
The department prioritizes complaints based on the risk posed to the public’s wellbeing, so
a high-risk investigation takes precedence over an inspector’s other duties. According to the
department’s standard operating procedure Consumer and Industry Complaints, inspectors are to
investigate all high-risk complaints no later than 7 days from the date of the initial report. For
complaints involving food-related illness or injury, inspectors must initiate the investigation within
24 hours of the department’s receipt. For all other complaints, inspectors can follow up the
complaint at the next scheduled inspection.
Results of the Prior Audit
In the Department of Agriculture’s November 2017 performance audit report, we reported
that inspectors did not inspect high-risk retail food stores and food manufacturers as frequently as
required. We also reported that documentation from contracted county inspections were missing
from the department’s files. Management concurred with the finding; management’s corrective
action plan and six-month follow-up stated that they had implemented the new AgILE system that
would enable inspectors to have up-to-date inspection information and more accurately track
inspection details including frequencies. Additionally, management stated that, as of April 25,
2016, the department staff were conducting random checks on inspections performed by the
contracted counties.
Results From the Current Audit
Based on our review, we found that management resolved consumer complaints as
required; however, the Food and Dairy management and staff still did not perform inspections in
the timeframe required by the department’s standard operating procedures.
Audit Results
1. Audit Objective: In response to the prior audit finding, did management ensure that
inspectors performed inspections of retail food stores and food
manufacturers based on the frequency protocols as required?
Conclusion:

For the third consecutive audit, management did not ensure that inspectors
performed the required frequency of inspections for retail food stores and
food manufacturers. See Finding 1.

2. Audit Objective: Did management ensure that inspectors resolved complaints about retail
food stores and food manufacturers within the time period described in the
standard operating procedure?
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Conclusion:

Based on our review, management ensured that inspectors resolved
complaints in the time period outlined in the standard operating procedure.

Methodology to Achieve Objectives
To address our objectives, including obtaining an understanding of internal control
significant to our audit objectives, and assessing management’s design of internal controls, we
interviewed the Director of Consumer and Industry Services and the Food and Dairy
Administrator, conducted walkthroughs of operational processes with key personnel, and reviewed
Tennessee Code Annotated, Rule 0080-4-9 of the Rules of Tennessee Department of Agriculture,
and the department’s Standard Operating Procedures. We obtained and reviewed the department’s
contract with Shelby County to perform retail food store inspections to determine the requirements
of the contracted inspections.
For the period January 1, 2019, through December 31, 2020, department and contracted
inspectors performed 26,850 inspections. 9 For compliance testwork, we selected a proportionate,
random sample of 40 inspections, 10 including all risk categories, to evaluate whether inspectors
conducted retail food store and food manufacturer inspections as required by the Category for
Inspection Frequency. For the period January 1, 2019, through December 31, 2020, the department
received 506 complaints. For compliance testwork, we selected a nonstatistical, random sample
of 20 complaints 11 to evaluate whether inspectors investigated complaints about retail food stores
and food manufacturers as required by the department’s standard operating procedures.
Finding 1 – For the third consecutive audit, 12 management did not ensure that inspectors
performed retail food store and food manufacturer inspections within the timeframes
established in the department’s standard operating procedures
Criteria, Condition, and Effect
According to the department’s standard operating procedure for Risk Based Inspection
Frequency of Food Establishments, high-risk establishments which pose potential risk to public
health and safety require inspection every six months. Over the two-year period, we found for 13
of 40 inspections tested (33%), the section’s inspectors or contracted inspectors did not perform
retail food store and food manufacturer inspections within 6 months. All errors from our testwork
involved high-risk establishments. See Table 3.

9

The department inspectors conducted 19,203 retail food store inspections and 2,214 food manufacturer inspections.
The contracted counties conducted 5,433 retail food store inspections.
10 We selected 40 inspections to test, 20 inspections from 2019 and 20 inspections from 2020. For each year, we
tested 10 retail food store inspections by the department’s inspectors, 5 retail food store inspections by the contracted
counties’ inspectors, and 5 food manufacturer inspections by the department’s inspectors. We tested inspections for
all three contracted counties.
11 We selected 20 complaints to test, 10 complaints from 2019 and 10 complaints from 2020.
12 The prior performance audits were completed in 2013 and 2017.
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Table 3
Results from Inspection Timeliness Testwork

Inspection Responsibility
Department Inspectors
Contracted Inspectors

Sample
Size
15
5

Inspection Responsibility
Department Inspectors
Contracted Inspectors

Sample
Size
15
5

Source: AgILE Inspection information.

2019
Number
of Errors
3
1
2020
Number
of Errors
6
3

Error
Percentage
20%
20%
Error
Percentage
40%
60%

Although management’s response to the prior audit finding stated that the department staff
would conduct random checks on contracted county inspections, we found that the Food and Dairy
Administrator reported that the department was not performing these random checks.
Deficiencies in the Standard Operating Procedure
The department’s standard operating procedure governing food inspections does not
include procedures to ensure inspectors perform inspections within established timeframes.
Although regional supervisors have the capability to use AgILE to track and review the
establishments including next inspection due dates and/or to identify those establishments that are
late for an inspection, the Food and Dairy Administrator has not required the regional supervisors
to use the system to monitor whether inspectors have met required inspection frequency.
Management is responsible for designing, implementing, and monitoring internal controls
in accordance with Standards for Internal Control in the Federal Government (Green Book),
which states,
A deficiency in internal control exists when the design, implementation, or
operation of a control does not allow management or personnel, in the normal
course of performing their assigned functions, to achieve control objectives and
address related risks.
Principle 16.05 states,
Management performs ongoing monitoring of the design and operating
effectiveness of the internal control system as part of the normal course of
operations. Ongoing monitoring includes regular management and supervisory
activities, comparisons, reconciliations, and other routine actions.
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Cause
The Director of Consumer and Industry Services believes the inspection delays occurred
because of several circumstances during the inspection timeframe and described the following
challenges the section faced:
Staff Turnover
According to the Director, the section experienced turnover and promotions, so there were
growing pains while new supervisors learned their responsibilities. According to the Food and
Dairy Administrator, many of the inspection delay errors we noted in our report occurred before
he took his position in November 2020. The Director did not realize the magnitude of staff’s lack
of understanding of their responsibilities until the former Food Administrator 13 left.
COVID-19 Pandemic
During the audit period, the Director noted that the section had six vacant inspector
positions, but due to the pandemic hiring freeze, the section was unable to fill those positions.
Also, the COVID-19 pandemic may have contributed to inspectors being unable to perform timely
facilities inspections because of ceased operations. In these situations where inspectors could not
perform inspections due to COVID, management provided inspector notes that documented the
circumstances and we did not consider these late inspections as errors in our testwork. For the
remaining late inspections, management was unable to provide any inspectors’ notes
documenting the circumstances of their delays or missed inspections. We did include these as
errors in our testwork.
Noncompliance in Contracted County Inspections
According to the Director of Consumer and Industry Services, the section was aware of the
problems with Shelby County Government, including late inspections. The section has taken steps
to remedy the problems in Shelby County by canceling the contract and have hired and trained
new inspectors to inspect retail food stores in that county.
Recommendation
The Director of Consumer and Industry Services should ensure that Food and Dairy Section
management establishes the necessary monitoring of internal controls within the standard
operating procedure to ensure both department inspectors and contracted inspectors perform
inspections on time as required.
Management’s Comment
We do not concur.
13

When the former Food Administrator left employment with the department, the position was combined into the
Food and Dairy Administrator role.
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The audit report recommends that the department establish more internal controls to ensure
timely inspections. The current data management system and the new system coming online this
fiscal year provide a method to monitor inspection intervals. Internal controls will not alleviate
extenuating circumstances such as vacant positions and COVID-19.
The inspection intervals set out in standard operating procedure SOP#FOOD05 are
aspirational goals to ensure inspections are made on consistent time intervals to make sure all food
establishments are treated equitably according to their risk level. There are no laws or regulations
that mandate inspection intervals.
An accurate method to determine whether the goal of consistent time intervals is being met
is to average the inspection intervals of all establishments rather than a small sampling of some
inspections.
As stated in previous audit responses, the department always strives to reach its goals,
inspection goals or any other.
Auditor’s Comment
Food safety inspections are intended to protect the state’s citizens from the health and
safety risks associated with food contamination. The department did not follow its standard
operating procedure that requires an inspection every six months for those establishments
identified by the department as high-risk. This requirement is also described in the department’s
inspection rule (0080-4-9.08).

PESTICIDE SECTION
General Background
The Department of Agriculture’s Consumer and Pesticide:
Industry Services Division’s Pesticide Section regulates A substance to destroy insects or
other organisms harmful to
businesses 14 that perform routine pesticide activities, including cultivated plants or to animals.
the use, misuse, distribution, and sale of pesticides in Tennessee.
The section also regulates restricted-use pesticide chemicals Restricted-use pesticide:
with the help of the Agricultural Inputs Section, which performs Pesticides not available to the
the inspections. The department is responsible for the general public that a certified
enforcement of state and federal pesticide laws and regulations, pesticide applicator must use or
supervise.
including the Tennessee Application of Pesticides Act and the
Environmental Protection Agency’s Federal Insecticide, Fungicide, and Rodenticide Act. To
ensure pesticide regulations are followed for public safety, the section conducts routine and
complaint inspections to determine if businesses comply with state statutes and federal regulations.
14

Businesses are regulated through six types of inspections: the Pesticide Applicator Inspection Report; the
Marketplace/Dealer Inspection Report; the Pesticide Use Review Report; the Producer/Establishment Inspection
Report; the Worker Protection Standard Inspection Report; and the Aircraft Security Inspection Report.
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(See Table 4.) As posted on the department’s website, as of June 25, 2021, the state had 1,359
chartered businesses. 15
Table 4
Inspections and Complaints
by Calendar Year
Year
2019
2020

Annual Inspections
2,485
2,475

Complaints
83
93

Source: Obtained from AgILE for inspections performed from
January 1, 2019, through December 31, 2020.

Routine Inspection Process
Based on the Pesticide Section’s Pest Control Inspection Policy, the section must inspect
pesticide businesses annually, according to the date the
Required Annual Inspections:
business received its license or charter. The Pesticide
1. Pesticide Applicator Inspection
Section has 3 regional supervisors and 15 inspectors located
Report
across the state’s three regions (East, Middle, and West).
2. Pesticide Use Review Report
Each region has one regional supervisor and five inspectors.
For routine inspections, the inspector schedules the inspection with the pesticide business
approximately one week in advance. Inspectors perform a specific type of inspection based on the
business’s license or charter. Inspectors review the business’s documentation, such as the pesticide
records, and perform a walkthrough of the business’s pesticide inventory to ensure proper
packaging and labeling. When an inspector notices pesticide containers that are not properly
labeled or notices potential illegal pesticides, the inspectors collect a sample of pesticides for
laboratory analysis. At the conclusion of the inspection, the inspectors record their observations
and any safety or regulatory violations in the Agriculture Inspection and License Enterprise System
(AgILE) so that inspectors and supervisors can track inspection information on pesticide
businesses.
Consumer Complaints
The department relies on consumers to report concerns on the Pesticide Investigation
Request Form that is available on the department’s website. These forms can be mailed or faxed
to the department, or consumers may call the Consumer and Industry Services Complaint Hotline
listed on the department’s website. Complaints range from contaminated straw 16 that is preventing
their plants from growing to illegal use, manufacture, and sale of a pesticide. The Pesticide
Administrator or a regional supervisor is responsible to enter the complaints in AgILE.
The Pest Control Inspection Policy established the precedent that complaint inspections
take priority over routine inspections. While routine inspections are announced, the inspector
15

Chartered businesses are licensed with the department and require an annual inspection. These businesses
employ 6,811 individual applicators as of June 25, 2021, but not all require an annual inspection.
16 Straw is a byproduct of a grain crop.
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performs unannounced complaint inspections. Management established an internal goal of
resolving complaints within 100 business days of receipt.
Dicamba Complaints
Until late 2018, the Pesticide Section also performed complaint inspections related to the
dicamba pesticide. Dicamba is a powerful, restricted-use herbicide that can evaporate and then be
blown onto other farms close to where it was sprayed if not applied properly. Due to this
unintended drifting, inspections for dicamba complaints take a significant amount of time for
inspectors to complete. In late 2018, management moved complaint inspections for this pesticide
to the division’s Agricultural Inputs Section to allow the Pesticide Section to handle other pesticide
complaint inspections timely. The Pesticide Section was responsible for resolving open dicamba
cases until April 2019.
Results of the Prior Audit
In the Department of Agriculture’s November 2017 performance audit report, we reported
that the Consumer and Industry Services Division did not inspect pesticide businesses annually as
required by internal guidelines. We also reported that the Pesticide Section did not resolve
complaints within the internal guidelines. Management concurred with the finding; management
stated in their corrective action plan and six-month follow-up that the department would establish
a goal of resolving complaints in 90 days. Management did not address concerns regarding the
routine annual pesticide inspections in their corrective action plan or six-month follow-up.
Results From the Current Audit
According to the Pesticide Administrator, Pesticide management updated their operational
goal to close complaints within 120 calendar days to closing them within 100 business days, due
to days lost for weekends and holidays. We found that management resolved inspection
complaints within the performance goal as required. We also found that Pesticide inspectors
performed annual inspections of pesticide businesses; however, inspectors completed them late.
Audit Results
1. Audit Objective: In response to the prior audit finding, did the Pesticide Section conduct
inspections of pesticide businesses within a year of the prior inspection?
Conclusion:

For the third consecutive audit, the Pesticide Section did not conduct
inspections of pesticide businesses in the required time. See Finding 2.

2. Audit Objective: In response to the prior audit finding, did the Pesticide Section resolve
complaints in the required time?
Conclusion:

The Pesticide Section resolved complaints in the required time based on the
section’s 100-day operational goal.

18

Methodology to Achieve Objectives
To address our objectives, including obtaining an understanding of internal control
significant to our audit objectives, and assessing management’s design of internal controls, we
interviewed the Director of Consumer and Industry Services and the Pesticide Administrator. We
conducted walkthroughs of operational processes with key personnel, and reviewed the state and
federal regulation on pesticides, such as the Tennessee Application of Pesticides Act and the
Environmental Protection Agency’s Federal Insecticide, Fungicide, and Rodenticide Act;
Tennessee Code Annotated; the Code of Federal Regulations; Rule 0080-9-4 of the Rules of
Tennessee Department of Agriculture; and the department’s Pest Control Inspection Policy.
For the period January 1, 2019, through December 31, 2020, the department’s inspectors
performed 4,960 routine annual inspections. For compliance testwork, we selected a nonstatistical,
random sample of 40 inspections 17 to evaluate whether inspectors conducted inspections of
pesticide businesses within the year as required by the Pest Control Inspection Policy. For the
period January 1, 2019, through December 31, 2020, the department received 176 complaints for
inspection. For compliance testwork, we selected a nonstatistical, random sample of 20
complaints 18 to evaluate whether inspectors investigated pesticide complaints of businesses within
the stated 100-day performance goal as required by the department’s Pest Control Inspection
Policy for the Pesticide Section.
Finding 2 – For the third consecutive audit, 19 management did not ensure that inspectors
conducted pesticide business inspections annually as established in the department’s policy
Criteria, Condition, and Effect
In order to ensure public safety, according to the Department of Agriculture’s Pest Control
Inspection Policy, “Effective immediately, pest control companies are to be inspected on an
annual basis by conducting a Certified Applicator Records Inspection or USE Inspection.”
Over the two-year period January 2019 through December 2020, we found that for 13 of
40 inspections tested (33%), the inspector did not perform the pesticide inspection timely (see
Table 5).

17

We selected 40 inspections to test, 20 inspections from 2019 and 20 inspections from 2020.
We selected 20 complaints to test, 10 complaints from 2019 and 10 complaints from 2020.
19 The prior performance audits were completed in 2013 and 2017.
18

19

Table 5
Results from Inspection Timeliness Testwork
Sample
Size
20
Sample
Size
20

2019
Number of
Errors
4
2020
Number of
Errors
9

Source: AgILE Inspection Information.

Error
Percentage
20%
Error
Percentage
45%

Failure to properly inspect pesticide businesses presents a potential risk to the public that
pesticide businesses are operating in an unsafe manner.
Deficiencies in Department Policy
The department’s Pest Control Inspection Policy does not include an effective monitoring
control to ensure inspectors perform inspections annually as required. According to the Pesticide
Administrator, a regional supervisor provides a report to the administrator and other regional
supervisors to inform them when an inspection is due; however, management could not provide
evidence that the supervisors utilized this report to facilitate timely inspections. In addition,
although supervisors have the capability to use AgILE to track establishments that are due their
inspections and/or are past -due for an inspection, supervisors are not required to use the system
to ensure policy compliance.
Management is responsible for designing, implementing, and monitoring internal controls
in accordance with Standards for Internal Control in the Federal Government (the Green Book),
which states,
A deficiency in internal control exists when the design, implementation, or
operation of a control does not allow management or personnel, in the normal
course of performing their assigned functions, to achieve control objectives and
address related risks.
Principle 16.05 states,
Management performs ongoing monitoring of the design and operating
effectiveness of the internal control system as part of the normal course of
operations. Ongoing monitoring includes regular management and supervisory
activities, comparisons, reconciliations, and other routine actions.
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Cause
The Pesticide Administrator believes the inspection delay errors occurred because of
several circumstances during our audit timeframe and described the following challenges:
•

the section received an increased number of pesticide complaints and had one vacant
inspector position which could not be filled due to a pandemic hiring freeze; and

•

the section’s Pest Control Inspection Policy established that complaints take
precedence over routine inspections, and according to management, open dicamba
complaints were not resolved until April 2019.

We considered management’s comments, and based on our testwork analysis, we identified that
11 of 13 untimely inspections occurred after April 2019.
Recommendation
The Director of Consumer and Industry Services should ensure that the Pesticide Section
management establishes necessary monitoring controls to ensure inspectors perform inspections
annually to comply with the department’s Pest Control Inspection Policy.
Management’s Comment
We do not concur.
The department’s Pest Control Inspection Policy is page 375 of the plan submitted to EPA
to receive authority to enforce the Federal Insecticide, Fungicide, and Rodenticide Act. This
document is a plan and its contents are goals that we aspire to achieve as the plan is implemented.
There are no laws or regulations that mandate annual inspections.
There are too many variables for internal controls, different from what is already in place,
to reduce the regular inspection intervals. Resolving consumer complaints is the highest and best
use of the pesticide inspector’s time. This process of resolving complaints does more to improve
the health of the industry than regular inspections. We are reaching our goals of resolving
complaints promptly.
We will continue to implement the plan to the best of our ability.
Auditor’s Comment
Pesticide inspections are intended to protect the state’s citizens from the safety risks
associated with the misuse of pesticides. The department did not follow its Pest Control Inspection
Policy, which states, “Effective immediately, pest control companies are to be inspected on an
annual basis by conducting a Certified Applicator Records Inspection or USE Inspection.”
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TECHNICAL SERVICES LABORATORY
General Background
The Department of Agriculture’s Consumer and Industry Services Division oversees the
Technical Services Laboratory, which is managed by the Lab Administrator. The lab provides
analytical services for the division’s Food and Dairy, Pesticide, Agricultural Inputs, and Plant
Certification sections. Occasionally, the lab performs analyses for the Animal Health Division.
The division’s Chemical Support Section is responsible for maintaining the lab’s instruments.
The lab is composed of 5 analytical sections that test and analyze samples:
1. Feed,
2. Fertilizer,
3. Food Chemistry,
4. Food Microbiology, and
5. Environmental Monitoring.
Each of the 5 analytical sections has 1 supervisor, who is either a microbiologist or chemist, and 1
to 3 microbiologists or chemists who test and analyze the samples. The lab has a total of 14 lab
microbiologists or chemists.
The lab staff analyze samples such as animal feed, pet food, human food, fertilizer,
antifreeze, hemp, soil, water, and vegetation to search for analytes, 20 which include food-borne
pathogens, toxins of biological origin, pesticides, nutrients, heavy metals, and cannabinoids. (See
Table 6.)
Table 6
Samples Received by the Lab for
Analysis by Calendar Year
Year
2019
2020

Number of Samples
7,514
5,321

Source: Laboratory Information Management System.

For the purposes of our audit, we focused our review on samples collected by the Food and
Dairy Section and the Pesticide Section and delivered to the lab for analysis. We also focused on
the lab’s turnaround times to report results to the Food and Dairy Section and the Pesticide Section.
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The Lab Administrator reported that an analyte is a chemical substance within a sample that is of interest in a lab
test. For example, the lab may test a food sample for E. coli, listeria, and botulism.
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Lab’s Chain-of -Custody Form for Transporting Samples
To prevent tampering and provide integrity assurance of the sample test results, each
who handles the sample must complete a chain-of-custody form until the sample arrives
at the lab. When the lab receives the sample, the microbiologist or chemist will enter the sample
data, including the sample ID information, which is created by the inspector who collected the
sample, into the Laboratory Information Management System (LIMS). LIMS automatically
assigns each sample a unique identifying number (called an accession number). Although LIMS
includes the sample ID, the lab’s procedures do not require the lab to identify the section or the
entity where the sample was collected. Once the lab analysis is complete, the microbiologist or
chemist will report results to the respective section’s program administrator for further action as
needed and the sample is closed within LIMS. The Lab Administrator’s goal is that sample tests
are completed within 10 business days of receipt.
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Results of the Prior Audit
In the department’s November 2017 performance audit report, we reported that the
Technical Services Laboratory’s lab analysis turnaround times may have impacted the timely
closure of pesticide complaints. Management concurred and acknowledged that the division was
not operating at maximum efficiency; as a result, management adjusted management
responsibilities and reclassified staff positions.
Audit Results
1. Audit Objective: In response to the prior audit finding, did management improve turnaround
times for the lab’s testing of pesticide samples from pesticide complaints?
Conclusion:

We found that management improved turnaround times for the lab’s testing
of pesticide samples.

2. Audit Objective: Did the lab’s turnaround times for testing food and pesticide samples meet
the internal performance goal of 10 days?
Conclusion:

We found that the lab met the internal performance goal and returned lab
results to the respective sections within 10 business days.

Methodology to Achieve Objectives
To achieve our objectives, including gaining an understanding of the department’s lab testing
process and obtaining an understanding and assessing management’s design of internal control
significant to our audit objectives, we interviewed the Director of Consumer and Industry Services
and the Lab Administrator. We conducted walkthroughs of operational processes with key personnel
and reviewed the lab’s Quality Manual. For the period January 1, 2019, through December 31, 2020,
In order for each section’s inspectors to submit their collected samples to the laboratory for analysis, the department
has contracted with a courier who is also required to sign the chain-of-custody form.
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approximately 842 accession numbers related to food and pesticide samples. 22 To determine
compliance with the lab’s internal performance goal, we selected a nonstatistical, random sample of
60 accession numbers, 30 for each year, 23 to evaluate whether the lab met its operational goal to
deliver lab results to the respective section administrator within 10 business days.

DIVISION TRACKING OF SAMPLES
For the purposes of our audit, because the Laboratory Information Management System
(LIMS) and the Agriculture Inspection and Licensing Enterprise (AgILE) system function
independently of one another, we focused our review on samples collected by the Food and Dairy
Section and the Pesticide Section and whether the division overall ensured that all responsible
parties tracked and monitored inspection and complaint samples.
Sample Collection
For the Food and Dairy Section, on a quarterly basis and outside of routine inspection visits,
the Food and Dairy Administrator assigns inspectors to purchase certain types of high-risk food
samples and instructs them to focus on Tennessee products. High-risk food products are sampled
more frequently, such as bagged salad, baby food, and refrigerated foods. Lab tests on food
samples can include checking for undeclared allergens 24 or for bacteria and viruses.
For the Pesticide Section, during routine and complaint inspections, when inspectors find
improperly labeled pesticides or vegetation that is suspected of being contaminated with pesticide,
the inspectors may collect samples for lab analysis. Sample collections include vegetation, soil,
clothing, or water. Because pesticides are toxic and can involve dangerous chemicals, especially
with restricted-use pesticides, there is a high health risk to humans, animals, other organisms, and
the environment; therefore, sample collections and analysis are critical functions for public safety.
Section’s Sample Tracking
Management of the Technical Services Laboratory require inspectors to use a chain-ofcustody 25 form to ensure the integrity of the samples the lab receives. Inspectors initiate the form
when they obtain a sample and assign the sample ID number. For both the Food and Dairy Section
and the Pesticide Section, the sample ID is made up of the inspector’s four-digit ID number and
the sequential number based on the number of samples the inspector collected. Once the lab
supervisor completes the sample analysis and enters the sample lab test results in LIMS, the Lab
Administrator sends the final report to that section’s administrator.
22

Because accession numbers are not assigned to the section requesting the test, we had to rely on lab management
to identify the Pesticide Section and Food and Dairy Section samples for our testwork.
23 We selected 60 accession numbers to analyze: 30 accession numbers related to food samples (15 from 2019 and 15
from 2020) and 30 accession numbers related to pesticide samples (15 from 2019 and 15 from 2020).
24 Allergen testing involves sampling products that do not list an allergen such as peanuts or soy and testing the
product to ensure that allergen was truly not present in the product.
25 The chain-of-custody form is signed every time the sample changes hands. The courier drives the sample from the
inspector’s location to the lab located in Nashville. Middle Tennessee Food and Dairy Section inspectors deliver the
samples to the lab.
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Reporting Sample Test Results
Once the Food and Dairy Administrator and the Pesticide Administrator receive their
respective lab reports, the Food and Dairy Administrator forwards the lab results to the Food and
Dairy Administrative Assistant and the Pesticide Administrator forwards the lab results to the
inspector who collected the sample. The Food and Dairy Section’s Administrative Assistant and
the Pesticide Section’s inspectors upload 26 each section’s final report into the AgILE system to the
“Notes to Files” within AgILE. The respective inspector reviews the results, and if the results
show contaminants, the inspector communicates the results to the business or FDA. If the results
show no contaminants, the inspector is responsible for closing the inspection within AgILE.
Audit Results
Audit Objective: Does the Consumer and Industry Services Division management track and
maintain sample IDs in the AgILE system to allow management and section
staff to easily identify the inspections where samples were taken to ensure that
the sample collection, analysis, and follow-up action process is completed?
Conclusion:

While each section maintains relevant lab results in AgILE, the division has not
established a policy that allows management to track samples in AgILE, and
thus management cannot ensure the sample collection, analysis, and follow-up
process is completed to protect the public. Additionally, the current method for
maintaining lab results does not allow management to retrieve historical
information in AgILE. See Observation 2.

Methodology to Achieve Objective
To address our objective, including obtaining an understanding of internal control
significant to our audit objective, and assessing management’s design of internal controls, we
interviewed the Director of Consumer and Industry Services, the Food and Dairy Administrator,
the Pesticide Administrator, and the Lab Administrator; we conducted walkthroughs of operational
processes with key personnel; and we reviewed the department’s standard operating procedures.
As part of our audit objective, we planned to evaluate the time it took for the Food and
Dairy Section and the Pesticide Section to receive laboratory results in the AgILE system.
However, the sections could not provide us with a population of final lab reports for our audit
testwork. We reviewed the AgILE system and confirmed with division management and staff that
the sections do not use AgILE to track lab results. Therefore, we were unable to complete our
evaluation.

26

Food and Dairy organizes information on inspections and lab results in the system by business, whereas Pesticide
organizes this information by inspection date. This allows Food and Dairy to see the full picture of a business’s
results.
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Observation 2 – The Consumer and Industry Services Division should implement procedures to
ensure samples for inspections and complaints are easily traceable from collection to closure of
inspection or complaint
The Director of Consumer and Industry Services explained that section administrators
are unable to identify or retrieve current and historical information related to sample test results
from the AgILE system. Not having this information readily available limits management’s
ability to determine whether their public safety processes are operating efficiently and
effectively. The U.S. Government Accountability Office’s Federal Information System Controls
Audit Manual, “Business Process Controls,” Section 4.2, Critical Element BP-1, states that poor
data quality can also lead to a failure of system controls, process inefficiencies, and inaccurate
management reporting.
According to the Food and Dairy Administrator and the Pesticide Administrator, each
section’s staff enter the lab results into AgILE. Lab results are sent through email attachments and
manually uploaded to AgILE’s “Note to Files” area for each applicable business’s inspection.
However, simply uploading this information does not ensure that sections’ management and staff
can readily identify and retrieve the information when needed. Without the ability to track and
follow up on lab results that require a public safety response, management may be at risk of
inaction and potential harm to the state’s citizens.
Lack of Unique Sample IDs
Because AgILE’s sample IDs are not unique to each section, inspectors for the Food and
Dairy Section and the Pesticide Section could duplicate sample IDs. Additionally, AgILE does
not have a field for inspectors to enter the sample ID number; thus, management cannot generate
reports to track samples and evaluate inspector and laboratory efficiency from sample collection
to closure of the inspection or complaint investigation. Presently, administrators utilize a less
efficient manual process to search for information on each business and review the uploaded file
to determine if it contains a specific chain-of-custody or final report.
The Director explained that the Division of Consumer and Industry Services is planning to
contract with a new vendor for an information system with more functionality to replace AgILE.
Recommendations for Improvement
The AgILE system provides critical information to the public, management, and other key
stakeholders. Management should adopt a division-wide policy and procedure for managing and
tracking laboratory test results from when the sample is collected to when the inspection or
complaint is closed. Management should design any future system to track and provide historical
information on laboratory test results from inspections and complaints.
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GRANT CONTRACT MONITORING
General Background
The department’s responsibilities include administering federal and state grants by
distributing funding to businesses, farmers, landowners, and other state agencies through grant
contracts. See Table 7 for the department’s total reimbursements to grant recipients by fiscal year.
Table 7
Total Federal and State Grant Awards Expenditures
Reimbursed by Fiscal Year
Fiscal Year
2017
2018
2019
2020

Total Expenditures
$30,484,991
$30,526,823
$35,908,970
$48,900,189

Source: Edison, the state’s accounting system.

State Monitoring Plan
Central Procurement Office (CPO) Policy 2013-007 requires each state agency to submit
an annual monitoring plan by October 1 each year. The CPO is responsible for reviewing and
approving state agencies’ monitoring plans, which must include all awards of state and federal
funds or non-cash assistance. As the grantor agency, the department is responsible for complying
with Section 9.2.1 of CPO Policy 2013-007, which describes all the details the monitoring plans
must include.
Additionally, Policy 2013-007 requires management to assess each subrecipient for
inclusion in the monitoring plan based on the subrecipient’s risk of noncompliance with federal
and state statutes, regulations, and any applicable terms; the level of programmatic or financial
risk to the state; and, whether the recipient or subrecipient has had prior findings indicating serious
deficiencies.
Reporting Monitoring Results
Section 9.2.5 of CPO Policy 2013-007 requires the department to issue reports
summarizing any findings or observations within 30 business days of completing the monitoring.
While the department should retain a copy of the monitoring report, it must send a copy to the
subrecipient and to the Comptroller of the Treasury, Division of State Audit. Additionally, when
an issued monitoring report contains findings, the subrecipient must provide a corrective action
plan detailing the actions to be taken to correct any findings noted. After receiving the corrective
action plan, the department has 30 business days to approve, reject, or request additional
information about the corrective action plan.
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Department’s Responsibilities for Grants Administration and Monitoring
Current Monitoring Process
The department’s program management and
staff are responsible for creating the subrecipient
monitoring plan to monitor the subrecipients that
receive funding from the state and federal grant
programs. Management completes the monitoring
plan annually based on the federal fiscal period,
October 1 through September 30.

Examples of Department Programs
• Emergency Food Assistance Program
• Specialty Crop Block Grant
• Tennessee Agricultural Enhancement
Program
• Land and Water Stewardship
• Forestry Grants Program
• Animal Friendly Grant

The
Assistant
Commissioner
for
Source: Department of Agriculture’s 2018 – 2020
Administration and Grants is responsible for
monitoring plans.
overseeing the department’s grant monitoring efforts
and relies on the department’s various program
management to notify her of new state and federal grants awarded to the department. The Assistant
Commissioner adds the grant information, such as award amount, purpose, and eligible recipients,
to an Excel spreadsheet that she uses to track grants.
Management of each program area is responsible to develop their portion of the monitoring
plan and to submit their portion to the Assistant Commissioner for her review. The Assistant
Commissioner consolidates these individual program plans into one department-wide monitoring
plan and submits the plan to the Central Procurement Office, the state’s grant manager. According
to the Assistant Commissioner, once program staff complete their monitoring activities, staff
prepare monitoring reports which are issued to the subrecipients. After program staff issue the
monitoring reports to the subrecipients, the Assistant Commissioner reviews the reports to ensure
staff completed all monitoring activities in accordance with the monitoring plan.
Audit Results
Audit Objective: Did management ensure that the department’s annual monitoring plan was
complete, and that staff followed the monitoring requirements as outlined in
CPO Policy 2013-007?
Conclusion:

Overall, management and staff lacked an understanding of the state’s
monitoring requirements and have not adequately designed internal controls
related to the department’s monitoring activities. As a result, management did
not ensure that the submitted monitoring plans included all required
components, such as subrecipient risk assessments and state awards, and did
not ensure that staff performed monitoring activities, such as issuing reports
and management decision letters. See Finding 3.
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Methodology to Achieve Objective
To achieve our objective, including gaining an understanding of the department’s
monitoring process and obtaining an understanding of and assessing management’s design of
internal controls significant to our audit objective, we interviewed the Assistant Commissioner for
Administration and Grants. To determine each program’s monitoring process, we interviewed
program managers and the department’s auditor (see the Soil and Water Conservation Districts
section of this report for further information on the auditor’s responsibilities). To determine if the
monitoring plans included the components required by CPO Policy 2013-007, we obtained and
reviewed the four annual monitoring plans that the department submitted to CPO for approval
during the audit period July 1, 2017, through October 1, 2020.
We also obtained and reviewed all 76 Soil and Water Conservation District monitoring
reports issued between July 1, 2017, and December 31, 2020, to ensure the department followed
CPO Policy 2013-007. We requested information on the corrective action plans and management
decisions for all 76 reports.
Finding 3 – Management did not have a sufficient understanding of the state’s monitoring
policy and did not establish the necessary reviews over the monitoring processes, which
contributed to the department’s noncompliance with state policy
Condition, Cause, and Effect
Management did not have a sufficient understanding of the state monitoring requirements
outlined in Central Procurement Office (CPO) Policy 2013-007 and, as such, did not comply with
the state’s monitoring requirements. Furthermore, management has not designed and implemented
the necessary internal controls to ensure compliance with CPO Policy 2013-007. We reviewed
the department’s four annual monitoring plans submitted to the CPO during our audit scope period
and found that management has not established the necessary internal control activities, such as
written policies and procedures, reconciliations of the department’s monitoring population, and
supervisory reviews of the programs’ monitoring results, to ensure compliance with the state’s
monitoring requirements. 27 As a result, except for the monitoring of Soil and Water Conservation
Districts, management could not provide evidence of monitoring activities. Management increases
the risks that subrecipients may not comply with state and federal compliance requirements; and
that grant funds 28 are not spent for their intended purposes.
Our review of the monitoring plans also found the following noncompliance.
Lack of Reconciliation of Federal and State Grant Funds
For fiscal year 2020, the department reimbursed subrecipients over $48 million in federal
and state funding; however, we learned that the Assistant Commissioner does not perform a
reconciliation to ensure all programs are included in the department’s annual monitoring plan. To
27
28

Additionally, the department submitted its 2018, 2019, and 2020 monitoring plans between 18 and 58 days late.
This includes the recently awarded Coronavirus Aid, Relief, and Economic Security Act funds (see Appendix 2).
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understand how the Assistant Commissioner develops the annual monitoring plan and ensures it
is complete and accurate, we reviewed the Excel spreadsheet she used to track the department’s
programs. According to the Assistant Commissioner, she does not perform a reconciliation with
any other source because she believes she is aware of all the department’s programs. While we
did not perform a reconciliation, our initial review of the monitoring plan identified at least one
federal 29 program that was not included in the plan. We expanded our review and found that
multiple state programs were not included as well.
The Assistant Commissioner told us that discussions with a former CPO Grants Program
Manager resulted in the department removing the state programs from the monitoring plans
because, according to the Assistant Commissioner, they were not required to be included. During
our audit fieldwork, the Assistant Commissioner contacted the current CPO Grants Program
Manager, who confirmed that state programs were not required to be included, despite the CPO
policy stating they were. We subsequently contacted the CPO Grants Program Manager, who
indicated that there had been a miscommunication. After our conversation, the CPO Grants
Program Manager corrected the misunderstanding and communicated to the Assistant
Commissioner that state programs should be included in the department’s monitoring plans.
Despite this miscommunication, the CPO policy clearly states that state grant programs are
part of the department’s annual monitoring plan. Furthermore, without an effective reconciliation
process, management cannot adequately develop a monitoring plan that ensures department
personnel monitor federal and state programs as required.
Risk Assessments Were Not Performed on Subrecipients
The Assistant Commissioner did not ensure that management in each program area
completed annual risk assessments of each program’s recipients and subrecipients as required in
CPO Policy 2013-007. From our discussions with various program management, they either
believed they did not need to complete annual risk assessments or automatically classified all
subrecipients as low risk.
Monitoring Activities Were Not Documented
The Assistant Commissioner stated that she reviews monitoring reports issued by the
program sections to ensure the department’s program staff perform the monitoring activities as
described in the department’s monitoring plan. From our discussions with program management
and staff, monitoring activities were not documented. We only found one program that issued
monitoring reports, and the Assistant Commissioner did not document her review of that program.
We learned that only the department’s auditor issued reports on the monitoring activities for the
Soil and Water Conservation Districts.
Monitoring Was Based on Outdated Policy Requirements
We expanded our review of the department’s monitoring activities to include the issued
monitoring reports, subrecipient risk assessments, and management decision letters for the Soil
29

The Forestry program receives both state and federal funding.
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and Water Conservation Districts and found two areas of noncompliance. The auditor monitors
one-third of the Soil and Water Conservation Districts annually based on an outdated CPO policy
that was updated on February 18, 2018. The current policy requires risk assessments on each
recipient or subrecipient, and if a recipient is considered high-risk or if previous monitoring
revealed deficiencies, management and staff should monitor the recipient more frequently.
Additionally, the CPO policy and issued monitoring reports require districts to send the
auditor a corrective action plan within 30 days. The auditor then reviews the corrective action
plans; however, the auditor did not issue management decision letters to approve, reject, or request
additional information on corrective action plans.
Criteria
To achieve the department’s mission, management is responsible for establishing the
necessary operational processes to carry out the department’s functions, objectives, and goals.
These key operational processes should include effective internal controls activities, including
management overseeing the processes that fulfill the department’s stated mission. According to
the U.S. Government Accountability Office’s Standards for Internal Control in the Federal
Government (Green Book), Principle 4.02, management should establish expectations for key roles
to ensure staff have relevant knowledge, skills, and abilities to carry out their responsibilities.
These responsibilities are further carried out through Principle 3.09, which states that management
should design control activities in response to their objectives. Principle 3.10 explains that
effective documentation helps management design internal controls by establishing and
communicating internal control responsibilities. Principle 3.11 states that management should
document internal controls to provide evidence that controls are identified, communicated to staff,
and can be monitored and evaluated.
According to Section 9.2.1 of CPO Policy 2013-007, the monitoring plan
shall include: the total Grant Contract Population . . . a description of each State
and Federal program to be monitored and a risk assessment for each Recipient or
Subrecipient and its related contracts.
Section 9.2.5 of CPO Policy 2013-007 requires state agencies to issue and retain reports
that summarize findings or observations identified during monitoring activities within 30 days of
monitoring. The section also states, “If a corrective action plan is not approved, the Grantor State
Agency and the Recipient or Subrecipient shall work together to develop solutions for addressing
the monitoring report’s findings.”
Recommendation
The Commissioner should ensure management designs and implements the necessary
controls, including comprehensive written policies and procedures, to ensure complete compliance
with the state’s monitoring requirements, including conducting risk assessments of each program
and issuing program monitoring reports. To ensure controls are operating effectively, the
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Commissioner should ensure management properly monitors control activities and timely
remediates deficiencies when they occur.
Management’s Comment
We concur. Historically, the Tennessee Department of Agriculture (TDA) has relied on
the program areas to submit annual subrecipient monitoring plans for our Federally funded grant
programs. Beginning in FY20, we were asked to send one consolidated plan to Central
Procurement Office (CPO) for approval. To be clear, CPO simply reviews our plans for the
required components but does not review the plans in their entirety.
During the course of this audit and through discussions with CPO, we learned that all grant
programs regardless of whether they are state or federally funded should have an annual
subrecipient monitoring plan. We were told the rule changed sometime during the last year. Since
we learned of this change in the Spring of 2021, we are planning to submit subrecipient monitoring
plans for all of our grant programs, including State funded programs, by the deadline of September
30, 2022.
In addition, we will now include evaluating each grantee’s risk level individually as
opposed to assigning all participants the same level of risk with a blanket risk assessment
statement. Another item to strengthen is documentation of our monitoring activity reviews.
Although we review monitoring activities, we did not document our reviews. Going forward, we
will begin documenting that we completed reviews.

DEPARTMENT RESPONSIBILITY FOR SOIL AND WATER CONSERVATION DISTRICTS
General Background
The Department of Agriculture’s Land and Water Stewardship Section works to reduce the
impact of various land-use activities (e.g., development, farming, mining, etc.) on water quality.
This section provides administrative support for the State Soil and Water Conservation
Commission. In 1939, the General Assembly created the State Soil Conservation Committee
(Section 43-14-203, Tennessee Code Annotated). The committee was charged with overseeing the
state soil conservation districts (created under Section 43-14-201, Tennessee Code Annotated).
The districts, located in each of Tennessee’s 95 counties, work to conserve Tennessee’s soil and
improve water quality by carrying out programs directed toward soil erosion control and water
quality improvement on farmland. During the 2021 general legislative session, the General
Assembly amended, in part, Section 43-14-203, Tennessee Code Annotated, to rename the
committee the State Soil and Water Conservation Commission and to rename the districts the Soil
and Water Conservation Districts.
In fiscal year 2020, the districts received $5.8 million from local, state, and federal sources
to establish best management practices that reduce agricultural water pollution through
•

reduction in soil loss;
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•

improved livestock and land management; and

•

removing pollution from agriculture operations’ water runoff.

The Soil and Water Conservation Commission, which has a separate June 30, 2022, sunset
date, was not included in the scope of this audit. For the scope of this audit, we only looked at the
department’s responsibilities for the Soil and Water Conservation Districts to follow up on two
prior audit findings.
Grant Monitoring
All state agencies awarding state or federal funds or non-cash assistance to recipients and
subrecipients must follow the state’s Central Procurement Office (CPO) Policy 2013-007, “Grant
Management and Subrecipient Monitoring Policy and Procedures.” The department has assigned
its auditor the responsibility of monitoring the 95 Soil and Water Conservation Districts.
According to the auditor, he monitors one-third of the districts annually, reviewing the districts’
processes and identifying any noncompliance and deficiencies in internal controls. The auditor is
also responsible for preparing and issuing the monitoring report for each district and providing a
copy to the Tennessee Comptroller of the Treasury and the department’s Assistant Commissioner
for Administration and Grants.
Conflict-of-Interest Disclosure for District Supervisors
Pursuant to Section 12-4-101, Tennessee Code Annotated (also noted in the Handbook for
Soil Conservation District Supervisors), it is unlawful for district supervisors to oversee business
and vote on matters in which they have a direct or indirect interest. Statute also requires that
district supervisors publicly acknowledge indirect interests. The department’s Land and Water
Stewardship section is responsible for overseeing and developing policies and procedures for the
Soil and Water Conservation Districts. The department’s website contains the conflict-of-interest
policy and annual statement form. Annually, the supervisors on each district’s board are required
by policy to sign and submit conflict-of-interest statements prior to July 1. The district
supervisors go to the department’s website to retrieve the conflict-of-interest form. Department
management require the districts to submit the signed conflict-of-interest forms with their
applications for funding from the Agricultural Resources Conservation Fund; the applications are
due in June each year.
According to the Administrator of the Land and Water Stewardship Section, the
Administrative Secretary receives the forms and reviews them to see if the district supervisors
have signed them, and then the Administrator performs a second review.
Results of the Prior Audit
In the 2017 performance audit, we found that the department had taken significant steps to
improve its oversight of the Soil and Water Conservation Districts, including instituting a manual
for the districts; however, the manual did not address signing conflict-of-interest forms annually.
Several monitoring reports identified major district management problems. We recommended that
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the department continue monitoring the districts and require board supervisors to sign conflict-ofinterest statements. Management concurred with the finding; the corrective action plan and sixmonth follow-up stated the department would require district supervisors to sign conflict-ofinterest statements.
Results From the Current Audit
We found that the department’s auditor monitors approximately one-third of the 95 Soil
and Water Conservation Districts each year and issues monitoring reports with findings related to
noncompliance and internal control deficiencies. The Administrator of the Land and Water
Stewardship Section did implement a policy and provide forms for district supervisors to complete;
however, we did note some areas for improvement both in the policy and in ensuring timely
completion of the forms.
Audit Results
1. Audit Objective: In response to the prior audit finding, did the department’s continuing
monitoring efforts result in improved internal controls at Soil and Water
Conservation Districts?
Conclusion:

The department’s monitoring of the Soil and Water Conservation Districts
continues to result in improved internal controls and greater compliance
across districts.

2. Audit Objective: In response to the prior audit finding, did the Land and Water Stewardship
Section staff obtain Soil and Water Conservation District supervisors’
completed conflict-of-interest forms according to department policy?
Conclusion:

Based on our testwork, we found that the Land and Water Stewardship
Section obtained the majority of district supervisors’ conflict-of-interest
forms according to department policy. We did note some areas where
management can improve, including ensuring district supervisors sign
conflict-of-interest forms and revising their conflict-of-interest policy to
account for vacancies that occur outside the normal election and
appointment season.

Action Taken by Management
In May 2021, we provided management the preliminary results of our audit, and management
informed us that their planned corrective action was to revise their conflict-of-interest policy so
that district supervisors sign conflict-of-interest forms when vacancies occur outside the normal
election and appointment season. We will follow up on management’s corrective actions during
the next audit.
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Methodology to Achieve Objectives
Our audit objective included gaining an understanding of the department’s monitoring of
the Soil and Water Conservation Districts and of the process for tracking conflict-of-interest forms,
as well as gaining an understanding of internal controls significant to our audit objectives and
assessing management’s design of internal control. To address our objective, we interviewed the
Administrator of the Land and Water Stewardship Section and the department’s auditor.
Additionally, we reviewed CPO Policy 2013-007 to gain an understanding of the requirements.
We reviewed the Soil and Water Conservation Districts’ handbook and conflict-of-interest
policy. From a population of 469 district supervisors in 2019 and 474 district supervisors in 2020,
we selected a nonstatistical, random sample of 20 district supervisors for both 2019 and 2020 to
ensure the supervisors signed conflict-of-interest forms annually.
We also obtained and reviewed all 76 monitoring reports issued for the period July 1, 2017,
through December 31, 2020, to ensure the auditor released any reports with internal control
findings. We requested information on the corrective action plans and management decisions for
all 76 reports.

PUBLIC RECORDS MANAGEMENT
General Background
State law requires the Public Records Commission to determine the proper disposition of
the state’s public records and directs the Secretary of State’s Records Management Division to
regulate record holding and management in any state agency. Section 10-7-301(6), Tennessee
Code Annotated, defines public records as
all documents, papers, letters, maps, books, photographs, microfilms, electronic
data processing files and output, films, sound recordings, or other material,
regardless of physical form or characteristics made or received pursuant to law or
ordinance or in connection with the transaction of official business by any
governmental agency.
Public officials are legally responsible for creating and maintaining records that document
government business transactions. These records also provide accountability to citizens. Public
officials must follow established records disposition authorizations (RDAs), which describe the
public record, retention period, and destruction method for each record type under an agency’s
authority. Each state entity designates a Public Records Officer to coordinate with the commission
and the Records Management Division
Statewide RDAs are general retention schedules that apply to state agencies’ records, such
as personnel, fiscal, and administrative records. If a record is not covered by a statewide RDA, the
Public Records Officer must create an agency-specific RDA for that record series and submit it to
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the commission for approval. When destroying a public record, the Public Records Officer must
submit a Certificate of Records Destruction to the Records Management Division.
The commission may approve retiring RDAs if the record series they refer to is no longer
in use, has been merged with a newly revised RDA, or is covered by a statewide RDA. Records
Management Division staff archive retired RDAs, and only division staff may view them.
Department’s Records Management Process
The Deputy Commissioner’s Administrative Assistant is the department’s Public Records
Officer. The department’s Public Affairs Division, which oversees internal and external
communications and provides administrative support for media relations, policy development, all
agency programs, and is responsible for all printed and digital documents, informs the
department’s Public Records Officer when to create or update RDAs. Based on direction provided
by the Public Affairs Division, the Public Records Officer meets with a representative of the
department’s division that the RDA affects to discuss the creation of, or change to, the RDA. The
Public Records Officer creates and updates the department’s RDAs using the Secretary of State’s
online portal, then emails the affected division’s director and staff to explain the new or updated
RDAs and any changes to the records retention periods. Each division director manages that
division’s records and determines through the RDAs when records should be destroyed.
Records Management Division Records Assessments
The Records Management Division conducted two records assessments and issued a report
in July 2017 for the department’s Knoxville Forestry district office and another report in
September 2018 for the Nashville Ellington Agricultural Center, the department’s central office.
The reports recommended that the department should
•

communicate record retention changes to field offices;

•

perform agency-wide training on RDAs;

•

destroy records in accordance with department and statewide RDAs;

•

create new RDAs to ensure proper retention and disposition of both electronic and
paper records; and

•

properly store records for safekeeping.

According to the Public Records Officer, management has resolved 15 of the 17
recommendations from the two assessment reports. The remaining recommendations that were not
implemented were
•

providing agency-wide training from the Records Management Division to the
department’s staff on records management; and

•

destroying old records for the Pesticide Section.
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Audit Results
1. Audit Objective: Did management ensure that the department’s RDAs as of March 2013 were
revised or retired?
Conclusion:

The department currently has 14 RDAs that were updated as required after
the March 2013 Public Records Commission meeting, and management
established 4 additional RDAs.

2. Audit Objective: Did management establish policies and procedures to manage the
department’s public records?
Conclusion:

Management has not established policies and procedures to guide staff in
managing the department’s public records. See Observation 3.

Methodology to Achieve Objectives
To address our audit objectives, including gaining an understanding of the records
management process and obtaining an understanding of and assessing management’s design of
internal controls significant to the audit objective, we interviewed the department’s Public
Records Officer and other key staff. We reviewed the Secretary of State’s Records Management
Best Practices and Procedures and the Division of Records Management’s July 2017 assessment
report for the department’s Knoxville Forestry district office and the September 2018 assessment
report for the department’s Ellington Agricultural Center in Nashville, Tennessee Code
Annotated, and the Rules of Public Records Commission. We performed an analysis of the
department’s RDAs and statewide RDAs to ensure compliance with statewide records management
procedures and requirements.
Observation 3 – To improve public records management practices, the Public Records Officer
should develop written policies and procedures and provide training for managing the
department’s public records
According to the Secretary of State’s Records Management Best Practices and Procedures,
each state agency should establish a file management process, create a policies and procedures
manual, train staff on the policies and procedures, and provide a manual for easy reference. While
the Public Records Officer told us of the department’s activities for creating and destroying
documents, management has not developed written policies and procedures concerning records
management responsibilities for staff to follow.
From our review, department staff did not maintain conflict-of-interest forms as required
by the RDA (see Observation 5). According to the General Counsel, the former Technical
Secretary retired, and the current Technical Secretary was not able to provide all State Fair and
Exposition Commission members’ conflict-of-interest forms that we requested.
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By not establishing policies and procedures to guide staff in the proper creation,
maintenance, and retention of public records, management risks holding records longer than
necessary or destroying records prematurely. Management should work with the Secretary of
State’s Records Management Division to create policies and procedures for records management.
Additionally, the department should ensure staff receive training related to records management.

INFORMATION SYSTEMS
The Department of Agriculture relies on various information systems, databases, and
applications to maintain information that supports the department’s activities. The Department of
Finance and Administration’s Division of Strategic Technology Solutions is also responsible for
providing information technology and desktop support for state agencies, including the
Department of Agriculture.
Audit Results
Audit Objective:

Did management ensure that state information systems security policies
were followed?

Conclusion:

Based on our review, we found that management did not ensure that state
information systems security policies were followed. See Observation 4.

Methodology to Achieve Objective
To assess management’s design, implementation, and operating effectiveness of internal
control as it relates to our audit objective, we interviewed management to obtain an understanding
of relevant internal controls, reviewed relevant policies and procedures, and performed testwork
of management’s control activities.
Observation 4 – Management did not provide adequate internal controls in one area
Department of Agriculture management did not effectively design and monitor internal
controls in one area. For this area, we found internal control deficiencies related to one of the
state’s systems where management did not ensure state policies were followed. Ineffective
implementation and operation of internal controls increases the likelihood of errors, data loss, and
unauthorized access to department information.
Pursuant to Standard 9.61 of the U.S. Government Accountability Office’s Government
Auditing Standards, we omitted details from this finding because they are confidential under the
provisions of Section 10-7-504(i), Tennessee Code Annotated. We provided the department with
detailed information regarding the specific conditions we identified, as well as the related criteria,
causes, and our specific recommendations for improvement.
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Management should implement effective controls to address the risks noted in this
observation, update the risk assessment as necessary, and take action if deficiencies occur. As part
of this process, management should assign staff to continually monitor risks and assess mitigating
controls.

AGRICULTURAL REGULATORY FUND
General Background
The Department of Agriculture has eight regulatory
programs that charge fees for licensure, permits, civil
penalties, and late charges (see a complete list of programs
on the right). The department’s former Commissioner
wanted the regulatory programs to be 100% funded through
fees. As of 2014, the department was recovering only 46%
of the programs’ regulatory costs through fee collection. The
former Commissioner ultimately decided that the goal of
100% self-sufficiency would create too large of an increase
in fees and settled on a goal of 80% self-sufficiency.

Regulatory Programs

Animal Health
Dairy
Feed, Seed, Fertilizer, and Grain
Food Manufacturing
Food Retail
Hemp
Pesticide
Weights and Measures

To move closer to this 80% goal, in 2015 the department worked with the General
Assembly to adjust the Agricultural Regulatory Fund 30 by
Table 8
amending Section 43-1-701, Tennessee Code Annotated.
Department’s Tiered Fee
The purpose of the legislation was to encourage program
Structure
self-sufficiency and provide a way for the department to
Late
update fees regularly and efficiently. Additionally, the
Tier
Fee
Charge
legislation allowed the department to standardize the
1
$25
$12
regulatory programs’ 96 fees into a more consistent 12-tier
2
$50
$25
fee structure (see Table 8). Beginning in 2020, the statute
3
$100
$50
requires the department’s Commissioner to
4
$150
$75
5
$200
$100
• evaluate program fees at least every five years,
6
$250
$125
• adjust the fees through the rule-making process,
7
$300
$150
8
$350
$175
• ensure that individual fees are not increased more
9
$400
$200
than once every five years,
10
$500
$250
• ensure adjustments do not exceed the percentage
11
$750
$375
increase in the average Consumer Price Index, 31 and
12
$1,000
$500

Source: Section 43-1-703, Tennessee
Code Annotated.

•

not increase fees if current year fees collected are
150% or greater than fees collected in the prior year.

30

This money is held in the General Fund and is designated for the Department of Agriculture annually through the
budget process and appropriations bill.
31 The Consumer Price Index, published by the U.S. Department of Labor’s Bureau of Labor Statistics, measures the
average change in the prices urban consumers pay for goods and services.
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According to management, on average, the department collected approximately $10.5
million annually in fees, which represents 72% of the regulatory programs’ expenditures. For
fiscal year 2020, the department collected $11.5 million in program regulatory fees.
Results From the Current Audit
According to the Assistant Commissioner for Administration and Grants, she worked with
the Director of Consumer and Industry Services and the Director of Law and Policy to perform the
initial evaluation of the regulatory program fees to comply with Section 43-1-704. As part of their
review, they evaluated the current amount of fees generated, compared the fees to the programs’
expenditures and weighed the pros and cons of recommending an increase.
Audit Results
Audit Objective: As required by Section 43-1-704, Tennessee Code Annotated, did the
Commissioner evaluate the regulatory fees to support the Agricultural
Regulatory Fund? Did management develop written policies and procedures
to ensure compliance with statute?
Conclusion:

While the Commissioner did evaluate the department’s regulatory program
fees in 2020, the Commissioner chose to not adjust the fees. From our review,
we found that management did not develop written policies and procedures to
ensure compliance with statute. We offer that management should formally
document all key processes to ensure business operations can continue through
unexpected events, changes, or personnel turnover.

Methodology to Achieve Objective
To gain an understanding of management’s evaluation of regulatory fees and to obtain an
understanding of and assess management’s design of internal control significant to our audit
objective, we interviewed the Assistant Commissioner for Administration and Grants and the
Director of Law and Policy. We also reviewed Tennessee Code Annotated, department rules,
management’s pros and cons list for increasing or not increasing regulatory fees, and the AgILE 32
list of programs and regulatory fees.

32

The Agriculture Inspection and Licensing Enterprise System (AgILE) is the department’s inspection and licensing
system used by the Consumer and Industry Services Division.
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TENNESSEE STATE FAIR AND EXPOSITION COMMISSION
Commission Authority and Composition
Through the 2012 Tennessee State Fair and Exposition Act, the General Assembly created
the State Fair and Exposition Commission to be the sole body charged with administering a state
fair and exposition. The commission was authorized to contract with a Tennessee not-for-profit
corporation to operate, manage, and conduct at least one fair or exposition annually. In 2012, the
commission was composed of the following:
•

the Commissioner of the Department of Agriculture,

•

the Commissioner of the Department of Tourist Development,

•

the Commissioner of the Department of Economic and Community Development,

•

the dean of the University of Tennessee,

•

the president of Tennessee Farm Bureau,

•

one member nominated by the mayor of the host county, and

•

other members the Governor may appoint.

In 2018, the General Assembly amended Section 4-57-105, Tennessee Code Annotated, to
authorize the commission to advise, facilitate, supervise, and coordinate with the not-for-profit
corporation Tennessee State Fair Association, which would operate, manage, and conduct at least
one fair or exposition annually. Additionally, this amendment modified the composition of the
commission to the following:
•

the dean of the University of Tennessee,

•

the president of the Tennessee Farm Bureau,

•

the state advisor of the Future Farmers of America,

•

the executive director of the Tennessee Association of Fairs, and

•

the chair of the Tennessee State Fair Association.

In 2019, the General Assembly again amended the composition of the commission within
Section 4-57-105, Tennessee Code Annotated. The amendment added the Commissioner of the
Department of Agriculture and the dean of Tennessee State University’s College of Agriculture
Cooperative Extension Program to the composition requirements.
State Fair
The annual State Fair was held in Nashville, Tennessee, at the state fairgrounds in 2017,
2018, and 2019. Due to the COVID-19 pandemic, the 2020 State Fair was held virtually. In 2021,
the 112th General Assembly amended Section 4-57-105, Tennessee Code Annotated, to allow the
commission to advise, facilitate, and coordinate with the Tennessee State Fair Association or
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Wilson County Promotions, Inc. to operate, manage, and conduct at least one fair annually. The
Governor’s 2021–2022 state budget recommended $5 million in nonrecurring funds and $250
thousand in recurring funds “to provide funding to move the state fair to Wilson County. The
grant will allow for infrastructure upgrades and on-going costs.” Chapter 454 of the Public Acts
of 2021 provided for $5 million in nonrecurring funds and granted an additional $300 thousand in
recurring funds for operating costs for Wilson County Promotions, Inc.
Open Meetings Act
All boards and commissions, including the State Fair and Exposition Commission, are
expected to follow the Tennessee Open Meetings Act, 33 which was originally implemented in
1974. The act made it unlawful for state boards and commissions to conduct any business outside
of public view. The act requires commissions to provide adequate public notices for all meetings
held, to record thorough meeting minutes, and to make meeting minutes available for public
inspection. As technology advanced, the General Assembly added requirements to the statute
related to conducting meetings via electronic communications, such as phone or internet. These
additions included determining the necessity of holding an electronic meeting, notifying the
Secretary of the State of the determinations of necessity, inquiring about the members’ ability to
hear and speak simultaneously with other members, and having members identify any additional
persons in the room with them.
Due to the COVID-19 pandemic, the Governor signed Executive Order 16, which removed
the requirements for the determination of necessity and for notifying the Secretary of State;
however, all other electronic meeting requirements remained. While the commission does not
have a minimum number of meetings required, the commission met electronically three times
during 2020.
Conflicts of Interest
Pursuant to Section 12-4-101, Tennessee Code Annotated, it is unlawful for officers,
including commission members, to oversee business and to vote on matters in which they have a
direct or indirect interest. Statute also requires commission members to publicly acknowledge their
indirect interests. The commission’s policy refers to this statute and requires its members to sign
the conflict-of-interest disclosure form, acknowledging that they have read and understand the
commission’s conflict-of-interest policy.
Results of the Prior Audit
In the Department of Agriculture’s November 2017 performance audit report, we found
that the department staff did not identify and disclose potential conflicts of interest, and we
recommended the department take steps to address this weakness. Management concurred with
the finding; the corrective action plan and six-month follow-up stated the department would
develop a conflict-of-interest form for each commission member to complete and sign. The form
would enable members to disclose any potential conflicts of interest.
33

Sections 8-44-101 to 111, Tennessee Code Annotated, detail the full requirements.
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Results From the Current Audit
In response to the 2017 audit finding, the commission developed bylaws and a conflict-ofinterest policy that requires commission members to sign a conflict-of-interest disclosure form,
acknowledging that they have read and understand the commission’s conflict-of-interest policy.
The acting chair at the time completed his form in June 2017, and the other members completed
their forms in January 2018.
While commission management did adopt a conflict-of-interest policy and form, the policy
did not include how often and when members should complete disclosure forms. Additionally,
the commission’s form did not allow commission members to disclose actual or potential conflicts
of interest, and department personnel could not provide us the signed conflict-of-interest disclosure
forms for all members.
Audit Results
1. Audit Objective: In response to the prior audit finding, did the State Fair and Exposition
Commission members comply with the commission’s conflict-of-interest
policy?
Conclusion:

We could not determine if all commission members complied with the
conflict-of-interest policy because the commission’s Technical Secretary 34
could not provide all conflict-of-interest disclosure forms for commission
members for our audit period. Additionally, we noted that the commission
has not developed a conflict-of-interest form that allows for the disclosure
of potential conflicts. See Observation 5.

2. Audit Objective: Did the commission comply with the provisions of the Tennessee Open
Meetings Act?
Conclusion:

With the exception of minor deficiencies related to electronic meeting
procedures, the commission met the requirements of the act.

3. Audit Objective: Did the commission meet the composition requirements as required in
Section 4-57-104(a), Tennessee Code Annotated?
Conclusion:

The commission met the composition requirements as required by statute,
except for the executive director of the Tennessee Association of Fairs. The
association does not have an executive director role as stated in statute;
therefore, the commission appointed the association’s executive secretary
to fulfill that member role for the association. To align the statute with the
association’s organizational structure, the General Assembly may wish to
amend statute. See Matter for Legislative Consideration.

34

This individual’s formal title for the department is Middle TN Public Affairs Coordinator. However, our report
refers to him as the Technical Secretary since that is his role within the commission.
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Methodology to Achieve Objectives
To achieve our objectives, including gaining an understanding of the commission’s
conflict-of-interest process and obtaining an understanding and assessing department
management’s design of internal controls significant to our audit objective, we interviewed the
commission’s Technical Secretary and the department’s General Counsel. We obtained and
reviewed statute, as well as the commission’s conflict-of-interest policy, webpage, roster, and
bylaws during the audit period July 1, 2017, through December 1, 2020. We also attended the
commission’s October 12, 2020, virtual meeting.
To determine compliance, we performed testwork to ensure commission members signed
annual conflict-of-interest forms. We reviewed the conflict-of-interest forms to determine whether
management maintained the forms for all commission members. We reviewed the Department’s
Records Disposition Authorizations and the State-Wide Records Disposition Authorization 06.
We reviewed the meeting minutes, filings with the Secretary of State, and public notices for the
period July 1, 2017, through December 1, 2020, to determine if the commission met the
requirements of the Tennessee Open Meeting Act and to determine if the commission’s
composition met statutory requirements.
Observation 5 – The State Fair and Exposition Commission should specify in its conflict-ofinterest policy the frequency of member disclosures, should update the disclosure form to include
space to describe conflicts, and should maintain completed forms to comply with the public records
requirement
Conflict-of-Interest Policy and Form
We reviewed the Tennessee State Fair and Exposition Commission’s conflict-of-interest
policy and disclosure forms and noted that the commission’s policy does not prescribe how often
and when members should complete disclosure forms. Our understanding is that the commission
requires members to complete disclosure forms annually. Additionally, we found that the
commission has not designed the disclosure form to provide space for members to disclose any
potential conflicts.
Missing Conflict-of-Interest Disclosure Forms
We requested conflict-of-interest disclosure forms from July 1, 2017, through December
31, 2020. Based on our review, we found that the commission either did not obtain or did not
maintain members’ completed disclosure forms. See Table 9.
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Table 9
Missing Conflict-of-Interest Forms
Timeframe
7/1/2017 to 4/23/2018†
4/24/2018 to 4/23/2019
4/24/2019 to 4/23/2020
4/23/2020 to
12/30/2020‡

Total
Members*
10
5
7
8

Forms Not
Obtained
1
0
5
8

Forms Not
Maintained
0
3
2
0

* Number of members for each year based on statute amendments and turnover
occurring during our audit period.
† The commission implemented the conflict-of-interest policy on July 1, 2017.
‡ Our audit scope ended on December 30, 2020.

We found that the commission has not established the necessary controls to maintain
completed conflict-of-interest disclosure forms. From our review, the commission’s March 2019
meeting minutes reflected that the disclosure forms were passed out and signed by the commission
members; however, Department of Agriculture personnel did not maintain five of these forms and
therefore could not provide them for our review. According to the commission’s Technical
Secretary, the commission’s prior Technical Secretary retired, and he was not able to find the
conflict-of-interest forms. When we discussed these issues with the Department of State’s Records
Management Division Director, he stated that department personnel should have maintained these
documents under the Statewide RDA SW06. For more information, see the Public Records
Management section of the report.
According to the Department of Agriculture’s General Counsel, the commission did not
believe they needed to have conflict-of-interest forms signed except as part of the process to
procure goods or services; therefore they did not consistently have commission members sign
conflict-of-interest forms in 2019 and 2020.
Known and potential conflicts of interest should be disclosed so they can be adequately
addressed to remove conflicts of interest in fact or in appearance. Without providing a space to
disclose potential conflicts, management may not be aware of potential conflicts of interest that
require them to take action. The commission should develop a conflict-of-interest form that allows
members to disclose potential conflicts of interest at least annually.
Action Taken by Management
In April 2021, we provided management with the preliminary results of our audit, and
management informed us that their planned corrective action was to develop a conflict-of-interest
policy that requires only the verbal disclosure of conflicts during commission meetings, with
minutes of the meetings documenting the disclosure. We will follow up on management’s
corrective actions during the next audit.
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Matter for Legislative Consideration – The General Assembly may wish to consider amending
Section 4-57-104(a)(4), Tennessee Code Annotated, to align with the Tennessee Association of
Fairs’ organizational structure
According to Section 4-57-104(a)(4), Tennessee Code Annotated,
Notwithstanding any other law to the contrary establishing a state fair board, there
is hereby created a state fair and exposition commission which shall be composed
of the following members appointed by the governor: . . . (4) The executive director
of the Tennessee Association of Fairs.
Based on our review of the Tennessee Association of Fairs’ website, the executive director
position does not exist in the entity’s organizational structure; instead, the association’s executive
secretary serves in this role on the commission. According to the Department of Agriculture’s
General Counsel and the commission’s liaison, the Tennessee Association of Fairs has never had
an executive director position. They believe the law’s intent was for the executive secretary to
serve on the commission. To remove any ambiguity, the General Assembly may wish to consider
amending Section 4-57-104(a)(4), Tennessee Code Annotated, to include the Tennessee
Association of Fairs’ executive secretary instead of an executive director.
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APPENDIX 1

Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview, 35
Internal control is a process used by management to help an entity achieve its
objectives . . . Internal control helps an entity run its operations effectively and
efficiently; report reliable information about its operations; and comply with
applicable laws and regulations.
The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5
Principle 6
Principle 7
Principle 8
Principle 9

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Information and Communication

Principle 13
Principle 14
Principle 15

Risk Assessment

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Principle 16
Principle 17

Use Quality Information
Communicate Internally
Communicate Externally

Monitoring

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. In the following
matrix, we list our audit objectives, indicate whether internal control was significant to our audit
objectives, and identify which internal control components and underlying principles were
significant to those objectives.

35

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment
Audit Objectives
Department Risk Management
1 Is management's level of engagement
sufficient to produce a well-developed risk
assessment process to assist in development
of a strong system of internal controls?
2 Did management identify fiscal,
operational, reporting, and compliance
risks, as well as risks related to prior audit
findings?
3 In management's formal risk assessment,
did they identify and list control activities to
prevent or minimize risk for each risk item?

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

Yes

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

Yes
4 Did management have sufficient written
policies and standard operating procedures
as described in management's risk
assessment?
Consumer and Industry Services: Food and Dairy Section
Yes
1 In response to the prior audit finding, did
management ensure that inspectors
performed inspections of retail food stores
and food manufacturers based on the
frequency protocols as required?
Yes
2 Did management ensure that inspectors
resolved complaints about retail food stores
and food manufacturers within the time
period described in the Standard Operating
Procedure?
Consumer and Industry Services: Pesticide Section
Yes
1 In response to the prior audit finding, did
the Pesticide Section conduct inspections of
pesticide businesses within a year of the
prior inspection?
Yes
2 In response to the prior audit finding, did
the Pesticide Section resolve complaints in
the required time?
Technical Services Laboratory
Yes
1 In response to the prior audit finding, did
management improve turnaround times for
the lab’s testing of pesticide samples from
complaints?
Yes
2 Did the lab’s turnaround times for testing
food and pesticide samples meet the internal
performance goal of 10 days?
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment
Audit Objectives
Division Tracking Samples
1 Does the Consumer and Industry Services
Division management track and maintain
sample IDs in the AgILE system to allow
management and section staff to easily
identify the inspections where samples were
taken to ensure that the sample collection,
analysis, and follow up action process is
completed?

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

Yes

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Grant Contract Monitoring
Yes
No
No
1 Did management ensure that the
department’s annual monitoring plan was
complete and that staff followed the
monitoring requirements as outlined in CPO
Policy 2013-007?
Department's Responsibilities For Soil and Water Conservation Districts
Yes
No
No
1 In response to the prior audit finding, did
the department’s continuing monitoring
efforts result in improved internal controls
at Soil and Water Conservation Districts?
Yes
No
No
2 In response to the prior audit finding, did
the Land and Water Stewardship Section
staff obtain Soil and Water Conservation
District supervisors' completed conflict-ofinterest forms according to department
policy?
Public Records Management
1 Did management ensure that the
department’s RDAs as of March 2013 were
revised or retired?
2 Did management establish policies and
procedures to manage the department’s
public records?
Information Systems
1 Did management ensure that state
information systems security policies were
followed?
Agricultural Regulatory Fund
1 As required by Section 43-1-704,
Tennessee Code Annotated , did the
Commissioner evaluate the regulatory fees
to support the Agricultural Regulatory
Fund? Did management develop written
policies and procedures to ensure
compliance with statute?

Yes

No

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

Yes

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment
Audit Objectives

Significance
Tennessee State Fair and Exposition Commission
Yes
1 In response to the prior audit finding, did
the State Fair and Exposition Commission
members comply with the commission’s
conflict-of-interest policy?
Yes
2 Did the commission comply with the
provisions of the Tennessee Open Meetings
Act?
No
3 Did the commission meet the composition
requirements as required in Section 4-57104(a), Tennessee Code Annotated ?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

No

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

50

APPENDIX 2
DEPARTMENT’S COVID-19 RESPONSE AND CARES ACT FUNDING
In early 2020, an outbreak of the coronavirus disease (COVID-19) emerged globally.
Federal, state, and local mandates resulted in an overall decline in economic activity. At the onset
of the COVID-19 pandemic in March 2020, the Department of Agriculture began taking measures
to protect food safety, product quality, and fair commerce. During the height of the pandemic, the
department curtailed some of the many services it provides to Tennesseans. For example, the
Division of Consumer and Industry Services did not make on-site inspections during the initial
shut-down period in spring 2020, but the division resumed inspections in June 2020.
Department’s Actions to Respond to COVID-19
Governor Lee’s Executive Order 22, signed March 30, 2020, directed state departments to
ensure they had a plan to perform their essential functions. The department’s July 15, 2020,
Continuity of Operations Plan included its plans to mitigate the spread of COVID-19 within the
department, ways the department could use its experience in emergency preparedness and response
to help with other needs in the state, and new initiatives or actions as a result of COVID-19. The
plan prioritized the following services as high risk for public safety: food and dairy safety, animal
health, wildfire prevention and suppression, and laboratory support services.
Emergency Rules
As part of its COVID-19 plan, the department sought and ultimately gained approval for
three emergency rules:
 a rule that extended the certification period for pesticide applicators because the
University of Tennessee, the certification training provider, was closed during the
emergency declaration;
 a rule that waived certification exams for new pest control applicators and issued
temporary certifications because testing sites were closed; and
 a rule that required individual swine to be identified with a permanent ear tag before
they could enter a slaughter market because the decreased slaughter capacity in other
states was causing swine to be illegally imported to Tennessee.
These emergency rules all expired in October 2020.
Guidance Provided to Stakeholders
To comply with the federal Centers for Disease Control and Prevention and the state’s
Department of Health guidelines, the department developed and distributed guidance to industry
sectors, while simultaneously supporting critical infrastructure for the food, fuel, and fiber 36 supply
chains. The department developed an online toolkit, COVID-19 Response and Resources, for
36

Fiber refers to trees and plants grown to create other products, such as wood and cotton.
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agricultural operators and workers, and supported its online efforts with flyers, posters, and videos
in both English and Spanish with tips and information on how to slow the spread of COVID-19.
The department also worked with the Tennessee Association of Fairs to distribute
messaging regarding scheduling, planning, and conducting events based on the latest health
guidelines. Additionally, the department worked with other state agencies and food industry
businesses to provide food overstocks to food banks.
Department’s Use of Federal COVID-related Funds
The federal CARES Act, 37 signed into law in March 2020, created the Coronavirus Relief
Fund, which provided $150 billion in general assistance for state governments. Tennessee
received $2.36 billion from this fund, and the Governor allocated $55.6 million of the state’s share
to the Department of Agriculture. As of May 5, 2020, the department had awarded approximately
$42.4 million (76%).
Coronavirus Agricultural and Forestry Business Fund
The department created the Coronavirus Agricultural and Forestry Business Fund (CAFB)
to distribute CARES Act funds via grant awards, which require grantees to spend their own money
first and then obtain reimbursement from the department. The Department of Finance and
Administration contracted with Horne LLP, a private firm, to assist various state agencies in
administering programs funded by the CARES Act. Horne designed the application process. The
department required applicants to have an agricultural, food, or forestry business; a nonprofit
agricultural entity in Tennessee; or a project based in Tennessee. The four relief categories were
Business Disruption, Pandemic Response, Supply Chain Enhancement, and Increased Meat
Processing Capacity. The department set the maximum grant award at $250,000.
Application and Award
The department’s Business Development staff promoted the program through webinars to
potential applicants starting August 1, 2020, and then applicants were required to submit
applications to the department from August 17 to 31. Business Development staff and Horne staff
evaluated the applications from September 1 to 21, and Business Development staff notified
applicants of their award on September 22. Business Development staff reviewed the applications
to ensure applicants adhered to program guidelines and were eligible for the funding, while Horne
staff reviewed applicants’ financial information such as profit and loss statements.
Reimbursement and Monitoring
Reimbursement requests had to be for expenditures that occurred between March 1, 2020,
and December 30, 2020. Grantees began submitting reimbursement requests to the department on
September 24, 2020. The department’s Fiscal Director, or her staff, approve CAFB payments in
Horne’s CARES Act Management System, which interfaces with Edison, the state’s accounting
system. The department’s goal is to have all reimbursement requests paid by August 31, 2021;
37

Coronavirus Aid, Relief, and Economic Security Act of 2020, Pub. L. No. 116-136, 134 Stat. 281 (2020).
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however, some projects, like those to increase meat processing, take several months to complete;
therefore, reimbursements might be delayed until the project is completed.
As of October 1, 2020, the department has awarded grants to 787 recipients, with an
average grant award of $70,602. Table 10 shows that the largest relief category was Business
Disruption for grants to cover business losses. The department will disperse funds for business
disruption once it receives profit and loss statements, bank statements, and tax returns from
applicants. The application will require business entities to provide comparisons of net income
from March to June 2019 and March to June 2020.
Table 10
Coronavirus Agricultural and Forestry Business Fund Allocation
As of October 1, 2020
Relief Category
Business Disruption
Costs Associated With Pandemic Response
Business Disruption and Supply Chain Enhancement
Business Disruption and Increased Meat Processing Capacity
Costs Associated With Pandemic Response and Increased Meat Processing
Capacity
Supply Chain Enhancement
Costs Associated With Pandemic Response and Supply Chain Enhancement
Increased Meat Processing Capacity
Total
Source: Recipient Allocation Report, Department of Agriculture.

Amount
$ 27,933,258
582,941
7,474,409
1,451,964
634,772
6,672,275
444,408
10,440,617
$ 55,634,644

As of May 18, 2021, the department has reimbursed $37,370,600 to recipients. The
department plans to monitor a sample of recipients to ensure grantees complied with program
requirements and spent grant awards for the intended purposes.
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APPENDIX 3
CATEGORY FOR INSPECTION FREQUENCY OF RETAIL FIRMS
Category 1:
TCS Foods or High-Risk Firms
2 inspections per year
Retail Fish Market/Deli
Retail Bakery/Deli
Meat Market/Deli
Market with Meat Department and
Deli
Market with Meat Department and
Deli, 50 or more seats
Market with Deli
Market with Deli, 50 or more seats
Food Service Establishment Inside
Market, Separate Business License
Owner
Food Service Establishment Inside
Market, Separate Business License
Owner, 50 or more seats

Category 2:
Seasonal or Moderate-Risk
Firms
1 inspection per year
Retail Fish Market
Retail Fish Market - Food
Service
Mobile Seafood Truck
Retail Bakeries - Food Service

Category 3:
Low-Risk Firms
1 inspection per 18-month
period
Fishery Seafood Products
Bakery
Market
Market Gas Station with
Milk

Meat Market

Mobile Ice Cream Trucks

Meat Market - Food Service
Mobile Frozen Meat Truck

Mobile Food Truck
Retail Produce Market

Retail Meat Market USDA
Inspected

Produce Truck

Market with Meat Department

Variety Store

Mobile Food Truck with Deli

Market with Meat Dept & Food
Service

Salvage Store

Retail Produce Market with Deli

Market with Food Service

Variety with Deli
Variety with Deli, 50 or more seats
Variety with Groceries, Meat
Department, Deli
Salvage with Deli
Drug Store with Deli
Health Food with Deli

Market Gas Station with Food
Service
Retail Produce Market with Food
Service
Variety with Food Service
Salvage with Food Service
Food Banks, Coops, etc. with
Refrigeration
Drug Store with Food Service
Health Food with Food Service
Processor with Retail Sales

Source: Department of Agriculture’s Standard Operating Procedure #FOOD05.
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Food Banks, Coops, etc.
without Refrigeration
Drug Store
Health Food Store

APPENDIX 4
CATEGORY FOR INSPECTION FREQUENCY OF MANUFACTURING FIRMS
Category 1: TCS Foods or
High-Risk Firms
2 inspections per year

Category 2: Seasonal or
Moderate-Risk Firms
1 inspection per year

Vacuum packaged food processors
(high water activity 0.85 or above)
Manufacturers of foods of animal
origin that are raw or heat treated
(high water activity 0.85 or above)

Chocolate, Candy, & Chewing
Gum

Category 3: Low-Risk
Firms
1 inspection per 18-month
period
Manufacturers of jams and
jellies

Formulated Acid

Mills - Flour manufacturers

Manufacturers of foods of plant
origin that are heat treated
(including soy products)
Manufacturers of ready to eat
refrigerated foods
Manufacturers of baby food
Manufacturers of peanut butter
Juicing operations (pasteurized and
unpasteurized)
Produce packaging operations
Bakery - Manufacturers of baked
foods that contain cream fillings,
custards, cream pies, etc. that
require refrigeration (high water
activity 0.85 or above)
Egg and Egg Products
Fishery Seafood Products
Fruit, Nuts & Vegetable Products
Commissary Multi Foods,
Sandwiches, Sauces
Prepared Salad Products Manufacturers that process
vegetable salad products and sprouts
Custom Slaughter Plants
Low acid canned foods (pH of 4.6
or above)
Acidified food manufacturers

Manufacturers of foods of animal
origin that are raw or heat treated
(low water activity 0.85 or
below, or cured)
Manufacturers of candy,
confectionaries, snack foods
(chips, nuts, etc.) of allergen
concerns
Mushroom processors
Deer Processors

Alcoholic Beverages
Dry Warehouses

Macaroni & Noodle Products

Wineries

Cereal Preparations, Breakfast
Foods

Domestic Kitchens

Snack Food Items

Bakery - Except as listed in
category 1

Filled Milk & Imitation Milk
Products
Vegetable Protein Products
Dressings & Condiments
Beverage Plants, Water, Ice,
Coffee, Tea
Water Bottlers
Food Sweeteners, Honey MFG,
Sorghum
Food Additives
Temperature Controlled
Warehouses
Single Service Establishments

Source: Department of Agriculture’s Standard Operating Procedure #FOOD05.
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Vegetable Oils

Spices & Salts

APPENDIX 5
DEPARTMENT ORGANIZATIONAL STRUCTURE AND CHART
The department has five major divisions described below. In addition, the department’s
General Counsel and Human Resources directors report to a deputy commissioner.
Division of Administration and Grants
The Division of Administration and Grants provides budgetary and fiscal support to help
department programs achieve goals and objectives in an efficient and cost-effective manner. Some
of the division’s larger programs are outlined below.
•

Agricultural Crime Unit (ACU) – provides law enforcement support for the
department’s regulatory and forestry programs related to animal and plant health, food
safety, pesticide use, and wildland arson investigation.

•

Land and Water Stewardship – administers the Agricultural Resources Conservation
Fund, a state program that provides grants to help landowners implement conservation
practices designed to improve water quality. The division also administers the federally
funded 319 Nonpoint Source Program, which awards grants to landowners to address
soil erosion impacting rivers and streams.

•

Commodity Distribution – administers the U.S. Department of
Agriculture’s food distribution program for the National School
Lunch Program, which supports American agriculture while
providing nutritious food to schoolchildren. This area also
includes the Emergency Food Assistance Program, which
supplements the diets of individuals with low incomes.

•

Grounds Keeping – maintains the grounds at Ellington Agricultural Center.

Business Development Division
The Business Development Division works to maximize economic opportunities for
Tennessee agriculture and the state’s rural communities through industry development, strategic
investments, collaboration, and creative marketing programs, with a special focus on
entrepreneurship and innovation. The team of business consultants is dedicated to specific areas,
such as food processors, forest products, and livestock/meat processing.
•

Tennessee Agricultural Enhancment Program (TAEP) – uses cost-sharing to help
Tennessee farmers make long-term investment in key areas of agriculture, with the
goals of increasing farm income and growing rural economies.

•

Agricultural Enterprise Fund – offers incentives that support job creation and
encourage economic growth.

•

Agricultural Industry Development and Recruitment – focuses its marketing efforts on
increasing income for farmers and forestland owners to create new jobs that enhance
income locally and statewide.
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•

Agritourism – aims to increase income for Tennessee farm businesses and the
surrounding communities by providing assistance to local governments and chambers
of commerce interested in agritourism development.

•

Farmers Markets – benefits producers, consumers,
and communities by serving as a source for local
food and products.

•

International Marketing – builds opportunities for
Tennessee producers and processors in world markets.

•

Pick Tennessee Products – promotes top-quality products that come from Tennessee’s
farms and food businesses to connect consumers with the products.

•

Market News Service – supplies complete, accurate, unbiased, and up-to-the-minute
agriculture market news in collaboration with the U.S. Department of Agriculture.

•

Specialty Crop Block Grants – enhances the competitiveness of specialty crops and
directly impacts multiple Tennessee producers. Specialty crops include fruits,
vegetables, tree nuts, dried fruits, horticulture, nursery crops, and floriculture.

Forestry
The Division of Forestry promotes the responsible use of forest
resources by assisting landowners, fighting wildland fires, providing
quality tree seedlings, monitoring insects and diseases, improving
urban forests, managing over 168,000 acres of state forests, protecting
water quality, promoting Tennessee’s wood products, and collecting
forest inventory data.
Consumer and Industry Services
The Consumer and Industry Services Division monitors a range of agricultural materials,
food and consumer products, and services to ensure quality, public safety, and a fair marketplace.
•

Agricutural Inputs – ensures the safety and effectiveness of agricultural products,
including animal feed, seed, fertilizer, and agricultural lime prodcuts, for all
Tennesseans.

•

Food and Dairy – licenses and inspects retail food stores, food manufacturers,
warehouses, and distributors, based on risk. Food and Dairy also inspects dairy farms,
dairy plants, milk transport trucks, dairy and trade product distributors, and milk
samplers.

•

Laboratory Services – furnishes quality analytical data in the areas of feed, fertilizers,
lime, toxicology, food and pesticide residue, and food microbiology.
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•

Pesticide – registers all pesticides, issues Registered Use
Pesticide Dealer licenses, inspects pest control
businesses, certifies private applicators, administers
license exams, and investigates alleged pesticide
misapplication.

•

Petroleum Products – verifies the accuracy of octane
rating labeling and other established quality standards of petroleum products, motor
fuels, and kerosene.

•

Plant Certification – certifies nursery, greenhouse, and plant dealers to ensure
continued movement of healthy, pest-free plant material in interstate and international
trade.

•

Weights and Measures – tests commercially used weighing and measuring devices,
such as fuel pumps, scales, and liquid propane gas meters, for accuracy and related
requirements.

Animal Health
Led by the State Veterinarian, The Division of Animal Health monitors and protects animal
health, working with private veterinarians, animal pathologists, and
animal disease diagnostic laboratories to identify diseases and
diagnose animal deaths. The State Veterinarian also certifies and
enforces animal health standards required for interstate commerce of
livestock and livestock products. The C. E. Kord Animal Diagnostic
Laboratory in Nashville provides free animal testing for food animals,
fiber animals, and equines. It also offers veterinarians diagnostic
testing for a fee.
Other Divisions
The department’s four other divisions—Public Affairs, Policy and Legislation, General
Counsel, and Human Resources—provide administrative support over internal and external
communication, act as liaisons with the General Assembly and the Governor’s Office, and provide
legal advice. The Department of Agriculture’s business unit code in Edison is 32501.
Related Entities
The department oversees and provides funding to the state’s 95 Soil and Water
Conservation Districts, along with the State Soil and Water Conservation Commission. 38 With a
goal of conserving Tennessee’s soil and improving water quality, the department carries out
programs directed toward soil erosion control and water quality improvement on farmland. The
Soil and Water Conservation Commission, which has a separate June 30, 2022, sunset date, was
not included in the scope of this audit. For the scope of this audit, we focused on the department’s
38

Under Section 4-29-243, Tennessee Code Annotated, the State Soil and Water Conservation Commission
termination date is June 30, 2022.
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oversight responsibilities of the Soil and Water Conservation Districts to follow up on two prior
audit findings. See the Department Responsibility for Soil and Water Conservation Districts
section of this report.
The department provides legal and administrative assistance to the Tennessee State Fair
and Exposition Commission. Commissioner Hatcher is the current chair. See Tennessee State
Fair and Exposition Act section of this report.
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APPENDIX 6
UNAUDITED
DEPARTMENT BUDGET AND ACTUAL EXPENDITURES AND REVENUES
Table 11
Department of Agriculture
Fiscal Year 2019 Budget and Actual Expenditures and Revenues
Department of Agriculture
Expenditures
Payroll
Operational
Total

FY 18-19 Recommended
Budget*
$41,934,800
63,750,200
$105,685,000

FY 18-19 Actual Expenditures and
Revenues**
$39,057,400
69,200,600
$108,258,000

Revenues

State
$76,010,900
$74,263,000
Federal
13,542,800
13,182,500
Other
16,131,300
20,812,500
Total
$105,685,000
$108,258,000
*Source: Tennessee State Budget, Fiscal Year 2018-2019.
**Source: Tennessee State Budget, Fiscal Year 2020-2021 (Actual Expenditures and Revenues).
Table 12
Department of Agriculture
Fiscal Year 2020 Budget and Actual Expenditures and Revenues
Department of Agriculture
Expenditures
Payroll
Operational
Total

FY 19-20 Recommended
Budget*
$42,719,600
67,856,600
$110,576,200

FY 19-20 Actual Expenditures and
Revenues**
$41,135,800
154,960,700
$196,096,500

Revenues

State
$79,983,900
$85,990,300
Federal
13,599,000
91,857,400
Other
16,993,300
18,248,800
Total
$110,576,200
$196,096,500
*Source: Tennessee State Budget, Fiscal Year 2019-2020.
**Source: Tennessee State Budget, Fiscal Year 2021-2022 (Actual Expenditures and Revenues).
Table 13
Department of Agriculture
Fiscal Year 2021 Budget
FY 20-21 Recommended
Budget*
$44,535,400
75,648,100
$120,183,500

Department of Agriculture
Expenditures
Payroll
Operational
Total
Revenues

State
$87,872,800
Federal
13,942,600
Other
18,368,100
Total
$120,183,500
*Source: Tennessee State Budget, Fiscal Year 2020-2021.
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